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PREFACE 


On September 25 1985 Governor George Deukmejian signed into law A B 

2104 (Chapter 965 of the Statutes of 1985) This legislation established 
under the administration of the California State Archives a State 
Government Oral History Program to provide through the use of oral history 
a continuing documentation of state policy development as reflected in 
California s legislative and executive history 

The following interview is one of a series of oral histones undertaken 
for inclusion in the state program These interviews offer insights into 
the actual workings of both the legislative and executive processes and 
policy mechanisms They also offer an increased understanding of the men 
and women who create legislation and implement state policy Further they 
provide an overview of issue development in California state government and 
of how both the legislative and executive branches of government deal with 
issues and problems facing the state 

Interviewees are chosen primarily on the basis of their contributions to 
and influence on the policy issues of the state of California They 
include members of the legislative and executive branches of state 
government as well as legislative staff advocates members of the media 
and other people who played significant roles in specific issue areas of 
major and continuing importance to California 

By authorizing the California State Archives to work cooperatively with 
oral history units at California colleges and universities to conduct 
interviews this program is structured to take advantage of the resources 
and expertise in oral history available through California's several 
institutionally based programs 



Participating as cooperating institutions in the State Government Oral 
History Program are 

Oral History Program 
History Department 

California State University Fullerton 

Oral History Program 

Center for California Studies 

California State University Sacramento 

Oral History Program 
Claremont Graduate School 
Regional Oral History Office 
The Bancroft Library 
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Oral History Program 

University of California Los Angeles 

The establishment of the California State Archives State Government Oral 
History Program marks one of the most significant commitments made by any 
state toward the preservation and documentation of its governmental 
history It supplements the often fragmentary historical written record by 
adding an organized primary source enriching the historical information 
available on given topics and allowing for more thorough historical 
analysis As such the program through the preservation and publication 
of interviews such as the one which follows will be of lasting value to 
current and future generations of scholars citizens and leaders 
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Interviewer/Edito r 

Gabnelle Morris 

Director University of California at Berkeley State 
Archives State Government Oral History Program 
Director Ronald Reagan Gubernatorial Era Project 
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Graduate studies Trinity College Stanford University 
Interview Time and Place 


December 10 1987 at Mr Huff's home m Sacramento California 

Session of two hours 

January 10 1988 at Mr Huff's home Session of two and a 

half hours 

February 12 1988 at Mr Huff's home Session of three hours 


Editing 


Morris checked the verbatim manuscript of the interview against 
the original tape recordings edited for punctuation paragraphing and 
spelling and verified proper names Insertions by the editor are 
bracketed The interviewer also prepared the introductory materials 

In June 1988 Mr Huff was forwarded a copy of the edited 
transcript for his approval which was returned early m July He had 
reviewed the transcript carefully and made a number of revisions m 
order to be more precise about specific details These changes do not 
change the meaning of the original transcript m any material repect 

Papers 

Arrangements are underway for the deposit of Mr Huff's papers m 
the California State Archives m Sacramento These include extensive 
indexed files of newspaper articles on state government as well as 
letters to member of his family on state government matters He has 
also provided a copy of a collection of press articles on his dispute 
with the three-member Franchise Tax Board February-November 1977 
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Additional Oral Histories 


In 1986 Huff recorded an interview with the Regional Oral History 
Office University of California on his work with the Democratic Party 
This is titled California Democrats* Golden Era 1958-1966 


Tapes and Interview Records 

The original tape recordings of the interviews are in the 
university archives at the University of California at Berkeley along 
with the records relating to the interview Master tapes are preserved 
at the State Archives 
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biographical summary 


Martin Huff was born m Hutchinson Kansas 10 March 1923 the son of 
Martin Huff and Fern Preston Huff Danilson a pharmacist and later 
hospital administrator m the U S Navy After five years m the U S 
Merchant Marine during World War II and marriage to Anne E. Milburn m 
1944 the younger Huff completed a business administration degree at the 
University of California, Berkeley later receiving a masters degree m 
government at California State University Sacramento (1970) and 
completing the Senior Executive Training Program at the Federal Executive 
Institute m Virginia (1976) 

From 1949-1958 he was variously treasurer assistant chief 
accountant and senior accountant with several firms m Oakland 
California. During these years he and Mrs. Huff became active m 
Democratic congressional and legislative campaigns m Alameda County 
Moving up the latter Huff was co-founder of the Fifteenth Assembly 
District Democratic Club (1950) secretary of the Alameda ounty 
Democratic Central Committee (1952-1954) president Democratic Council 
of Clubs Eighth Congressional District (1956-1957) Democratic State 
Central Committee (1956—1958 1960-1963) His friendships with Roger 

Kent Nicholas Petris Don Bradley and other political leaders are 
discussed m an earlier oral history California Democrat 1 s Golden Era 
(Berkeley 1987) 

In 1958 he became auditor-controller for the city of Oakland a 
nonpartisan elective office where he updated performance of the department 
to meet national municipal accounting standards When Governor Edmund G 
Brown Sr was seeking a new executive office for the Franchise Tax Board 
on the retirement of John Campbell Huff was a logical choice 

Throughout his career Huff has been active m leadership 
positions m state and national professional associations as well as a 
variety of civic organizations Since retirement from state government 
m 197 9 he has been a management and taxation consultant taught public 
administration at Sacramento State and served as president of the 
Sacramento Regional Transit District and ParaTransit Inc. He has also 
been president of the Sacramento Book Collectors Club and maintained his informed 
interest m governmental and political issues 
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[Session 1 December 10 1987] 

[Begin Tape 1 Side A] 

I INITIAL EXPERIENCES WITH THE FRANCHISE TAX BOARD 

Letters to Son Recall Hale Champion U S Comptroller General 

MORRIS Your letters to your son sound like they are a wonderful 

commentary on your work at the time I hope you will decide 
to deposit them for the use of future researchers 
HUFF I'd have to expurgate the personal material 

MORRIS When did you start writing those letters? 

HUFF July 8 1965 when Roger [Huff] went off to college 

MORRIS Part of your purpose was to keep him up to speed on 

California politics? 

HUFF Yes what was going on 

MORRIS Or keep yourself 

HUFF Well it was therapeutic for me to be able to just put it 

down talk about it He's the only person I could really 
talk to and he was remote So confidentiality wasn't a 
problem Here's this one paragraph 

Late m the day after the close of the session, July 
1 [Department of Finance Director] Hale [Champion] 
called me over and opened discussions on his problems 
(his work load) the problem of getting a tax program 
through the legislature and his idea of how to go about 
it It turned out that the focal point was [Martin Huff] 
MH He wanted me to take on a position he proposed to 

create deputy administrator Revenue and Management 

Agency It was nonpaying of course and m addition to 

my regular duties The idea was that I would relieve him 
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of all R and M Agency problems other than finance and be 
the principal executive liaison on the tax program which 
of course is a virtually impossible job I would be 
dealing with such friendly fellows as [State Senators] 
George Miller [Jr 3 and [J Eugene] Gene McAteer plus 
good old [Nicholas C ] Nick [Petris] and the [assembly] 
speaker [Jesse Unruh] I indicated it was a meat-grinder 
but that I would be game He said he still had to discuss 
it and clear it with the governor [Edmund G Brown Sr ] 
The next paragraph 

In the [Sacramento] Bee the following night July 2 
there was a wire-service story on the retirement of Joseph 
Campbell Comptroller General of the US I discussed 
this with [former Democratic National Committee member 
Elizabeth] Libby [Gatov] and how it was five years too 
soon. She was very enthusiastic She and [Democratic 
party leaders] Roger [Kent] and Don [Bradley] were meeting 
on the weekend and that got the ball rolling Tuesday 
morning [appointments secretary] Nancy Sloss started 
things moving through the governor's office. And did they 
move. I had an impromptu appointment with EGB at 4 00 
p m who said he wouldn't want to lose me discussed the 
HC proposition and said he certainly wouldn't stand m the 
way and what could he do In his next breath he said to 
go to the other office and have them prepare a telegram to 
the president [Lyndon Johnson] from him and submit it for 
his approval 

And then I quote the wire. Nothing ever came of it. 
because Lyndon had his own candidate 

This is not public information as yet so please 
treat it accordingly Actually it is a very long shot 
but at least California has a bid in. I'm relaxed and 
have not packed my bags Just having a telegram go m 
is quite an honor 

MORRIS Would you have been prepared to go to Washington if that had 
worked out 9 

I'm sure I would have Here's the next paragraph 
Unknown to me the enclosed memorandum was written by 
HC longhand and left m the out box for his secretary 
Alice Clover to cut the stencil and circulate 


HUFF 
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yesterday July 7 around noon- When I reported to him 
Tuesday A. M about the comptroller general development 
he indicated that he had already talked to the governor 
about his other plan but did not indicate he was ready 
to move this fast- Now the national wire services I'm 
sure are carrying the story of Hale Mane [Champion] 
and daughter Katie's [Champion] disappearance and 
probable kidnaping some time between ten-thirty last 
night and seven o'clock today I was not even aware 
the memo had been written or issued when I got a call 
this morning from one of the people m [Department of] 
Finance congratulating me. (It should have been 
commiseration ) Shortly thereafter Alice Clover 
called to ask if Hale had indicated he was going 
anywhere This is when he was first being missed 
Turned out the timing of the memo his mention of 
delegation m his absence and today's events were just 
a weird coincidence m timing. 

I go on to talk about how the two Oregon kidnapers are 
dangerous having shot and killed a police officer That's 
only the first letter I I read that one and said "Holy 
smoke!" [Laughter] 

MORRIS Yes starting right m the middle of a very flourishing 
stream 

HUFF Oh then, let's see m the next letter I mention. 

No further development on comptroller general the 
governor and congressional delegation have an 
understanding that they will check with each other 
before submitting a name The governor had to jump the 
gun m this case [Congressman] George P Miller was 
m California at the time of the regular Friday 
California congressional caucus held a week ago so it 
was not brought up I don't know whether it was 
brought up this Friday or not. Again the [Democratic 
presidential candidate Adlai] Stevenson funeral might 
have intervened Nothing much can be done 'til that 
delicate step has been taken. As I said before I'm 
not holding my breath since I don't have Texas millions 


to count 
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MORRIS 


HUFF 


Meanwhile back on the farm I've been moving 
around making the key personal contacts on my 
assignment m re the tax program. This last week I 
chatted with NGP Senator Miller [Legislative Analyst] 

Alan Post [Legislative Counsel] George Murphy and 
Larry Margolis assistant to the speaker Yesterday I 
reported to Hale and the governor—poolside at the 
mansion. So far I've been well received. As Alan Post 
said m our chat I seem to have a reservoir of good 
will with such personages as Miller and Petris He 
added he hoped that I would not have to use it all on 
this project If that is necessary to do the job so 
be it My session with Post was to get his permission 
to have [Deputy Legislative Analyst John Vickerman] 

JLV assigned to the project The mission was 
successful Jack and I will be working very closely on 
this one 

The unexpected [Adlai E ] Stevenson death was pretty 
hard to take The governor's flying to Illinois tonight 
for the services tomorrow I rate AES as the number one 
great political mind of this century to date Bar 
none Despite his many seeming failures he managed to 
make a lasting contribution to the peace of the world 
His doing this m itself is an important lesson that we 
should all heed It goes on and on. 

The next one is a wild and unexpected week where I'm 
going to San Francisco to see [Board of Equalization member] 
George Reilly and to LA. dealing with the tax program 
Well you mentioned the idea of a Department of Revenue 
That I know has been floating around for twenty years Why 
don't you start with that 7 

Alameda County Associates 

Well I want to start with the I think it's important 

the people I knew before I came up here and the fact that 
people didn’t know who I knew or on what basis John 
Vickerman and George Malone and I all came out of the Fifteenth 
Assembly District We were the three young Turks that upset 
the old-timers all the time There was an opportunity 
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MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


Malone and Vickerman were about five or six years younger 
than I was I was the old salt at the age of twenty-five or 
six something like that. A vacancy came up on the county 
committee [Alameda County] Democratic Central Committee 
Then there was the question of who was going to run for the 
state committee slot from our area So there were two slots 
three people all eager to go The way we worked it out we 
all came over to my house we talked it out and I said 
"Well I'm willing to wait I've got so many other things on 
my pi ate " 

You were already into your party treasurer phase? 

No no no This was early on. This was back m the early 
fifties before I was involved with San Francisco We were 
just young locals m the district. With [Luther] Abe 
Lincoln as our assemblyman. What we worked out and I guess 
I was the maneuverer I decided to back Vickerman for the 
county committee and that left George the state committee 
slot I said 'But by supporting John for county committee 
I want the next opening on the county committee." It is a 
more important position than the state committee one. John 
did get the appointment and was immediately elected secretary 
of the county committee. Shortly thereafter he was called 
up He was a reservist he went to Korea Within a matter 
of months I was on the county committee as his replacement 
and became the secretary also [Laughter] 

OK OK 

When he came back from Korea John got his masters m 
economics from Cal [University of California Berkeley] and 
came to Sacramento to work for Alan Post That was his first 
job and he's been there for thirty-five years 
He's still there 9 

He's the chief deputy He was the acting analyst while they 
were going through the selection process this last time and 
he was a candidate too 
I remember hearing that 

My relationship with John was both an asset and a liability 
John started out as a peon and he got into the tax area so 
he used to personally do the Board of Equalization and the 
Franchise Tax Board [FTB] By the time I got to Sacramento 
he was already a supervisor So he was supervising the new 
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MORRIS 

HUFF 

MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 


people that would do the two tax agencies One of the 
features of the analyst's office is lots of turnover at the 
entry level 

They seem to get picked off by other departments 
They go somewhere or some other state or whatever 
Because of the reputation of the California Legislative 
Analyst's office 7 

Partly yes But the impact on us was that we were always 
having to break somebody new m It was always a relief to 
get somebody back two times or even a third time because you 
didn't have to educate them The process The 

operation is so complex and so technical that it's just very 
time-consuming to deal with neophytes Part of John's 
problem was his knowledge of our operation stopped being 
hands on from the moment he became a supervisor So all he 
ever knew after that was what was fed to him by the people 
that worked for him 
The new guys 

Right. But he had this reservoir of biases and knowledge 
that I had to live with which was a real liability Plus his 
general bias m regard to the bureaucracy as a whole He 
could never quite understand that we [FTB] were different I 
always got thrown m the same pot 
What was his bias regarding the bureaucracy? 

Negative bias m terms of putting fat into the budget and all 
that kind of thing. I never knowingly put a dollar m the 
budget that I didn't feel was justified Which hurts when 
the governor and/or the legislature come down with an across- 
the-board cut m the budget. The lean operations get hurt 
and the fat ones don't 

Which is the origin of the fat theory isn't it? 

That's what encourages people to do it The other thing that 
encourages them is the year-end spending practice because if 
you don't spend it they'll take it away from you. And even 
though you may not have needed it this year you may need it 
next year But you'd better spend it m order to keep your 
budget base up 

Well and sooner or later there will be a downturn m 
revenues or the economy or both and there's going to have to 
be some adjustments m the budget. 
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HUFF 


HUFF 


MORRIS 

HUFF 


MORRIS 


But the system does not reward the effective operations It 
penalizes them every way you turn. This was a point of 
disillusionment for me because I thought the analyst’s office 
should understand that. It should be the one place where 
they would understand and appreciate that But they don’t 

Huff's Appointment as FTB Executive George Miller Jr on 
Public Information Officers 


I learned about Alan Post almost immediately From afar he 
was always the white knight or the knight on the white 
horse I guess is the term 

The only real directive I ever got from the first board 
that appointed me was from Hale and that was to get a public 
information officer We didn't have a budget officer The 
first personnel officer the department had came aboard the 
same day I did We didn't have an analyst and we didn't 
have a public information officer We were the largest 
department m state service without a public information 
officer Of course I came aboard after a new budget was 
already m effect and I was told by my board to go get one 
Ordinarily that's a no-no 
Find some money 

Well the money wasn't the problem it was getting the 
authorization You see Hale was telling me His other 

hat was Finance and I didn't have a problem with Finance 
But I did have a problem with the leg [legislative] analyst 
Because the chairman of the Joint Legislative Budget 
Committee and Alan Post's boss was Senator George Miller 
Jr And he hated PIOs [Public Information Officers] He 
hated them with a passion 

So Hale said "Go clear it with George " I was 
thinking "Holy smokes this is going to be my first 
official exposure " And of course I knew George 
politically but I'd never had to deal with him as a 
bureaucrat 

Is this before or after you're confirmed as the executive 
officer of the Franchise Tax Board 9 

Oh it was before I was confirmed. Oh yes this was almost 
immediately There was another dimension to that. If we had 


HUFF 
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MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 


gone ahead and done it this would have stuck out like a sore 
thumb and been a prime target for the analysts of course 
To do it without authorization? 

On the next go-round it would show up as ex budget. We 
would have gone around the budget This was a no-no And it 
wasn't my style of operation it went against everything I 
stood for I would have been perfectly happy to wait and go 
through the process m an orderly way 

In other words wait a year 'til you could put it in the next 
budget 

Yes the next budget put it m and fight the battle just 
the way you're supposed to But no It turned out that 

Hale had another agenda He wanted us to get one PIO and 
then he wanted us to get two so he could borrow one I 
refused to go along with the second PIO position. 

I see 

I traveled to Martinez It was off-session and I had an 
arranged an appointment with George Miller He sat there behind 
his insurance office desk with all his state reports stacked 
behind him. Glossy printed. He stared at me with those 
beady eyes and I made my pitch I put a lot of time into 
putting this pitch together and I had it in writing and then 
verbalized it. Our key strategy was that we didn't call it a 
PIO we gave it the name of tax-service specialist 
Oh that's very creative 

The whole focus the duties and everything were pointed to 
that so that it was not conceived or ever to be used for 
typical PR [public relations] Just for the department It 
was only to help us carry out our tax mission 
Right to deal with public inquiries 

Yes we always stuck to that and we never violated it 

So you know my heart's m my mouth. I knew George's 
reputation anyway Then I knew from secondhand how he felt 
about PIOs I said "This is mission impossible " So he sat 
there didn't say a word didn't give me any clue as to how 
my sales pitch was going or anything And at the end he 
turned back to his credenza and pointed to all his reports 
and told me what he thought about PIOs 
Which is 
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HUFF 

MORRIS 

HUFF 


MORRIS 

HUFF 

MORRIS 

HUFF 


MORRIS 


HUFF 

MORRIS 

HUFF 

MORRIS 

HUFF 

MORRIS 

HUFF 

MORRIS 

HUFF 

MORRIS 

HUFF 


Well because his belief was that it was a waste of public 
money they were all used to put out puff pieces and 
get more budget 

Besides most PIOs are either from the working press or ex- 
alcoholics which we found to be correct in trying to get a 
good person. That's the first thing you had to watch out 
for So here he's telling me firsthand his attitude He's 
pointing to the work product He then turned back and with a 
straight face said "I hate those PIOs " Then he said 'But 
this isn't one " 

He said this? 

Yes 

How wonderful 

Then he reached for the phone and he called A. Alan Post 
That's where I learned a side of A. Alan Post that not many 
people ever saw He told Post what to do and you could 
almost hear Post clicking his heels and saying "Aye Aye 
Sir" And there was never any problem on that position. 
Interesting That's really interesting because a couple of 
years later m the '67-'68 Legislative Analyst's Report 
there's a little section about the need of the Franchise Tax 
Board for information service and now that they have a 
person in that position things should move along nicely So 
you got the official imprimatur there too 

But that to me was disillusioning I didn't like that That 
isn't the way the system is supposed to work. 

All the way around 

Well I didn't like the fact that Post rolled over You 
know I won but I didn't like the way I won 
I see You wanted to have to go and convince Post also? 

Well whatever I didn't think the system was working 
properly 

Was it possible that Post had already heard 

No way He was hit cold on that Absolutely cold 

What else did Hale Champion suggest that you should do 9 

Nothing 

Really 

Except keep him out of trouble That was the only real 
direction I got 



10 


Staff Associates Bruce Walker and Others 


MORRIS 

HUFF 

MORRIS 

HUFF 


MORRIS 

HUFF 


Were there other people who were candidates when [former 
Franchise Tax Board executive officer] John Campbell retired? 
I don't know Oh yes there was Bruce Walker In my shop 
Which created a real problem for me because he was the 
He was the deputy wasn't he? 

Well he was a division chief He was a CPA [certified 
public accountant] and an attorney And in my view from my 
experience the most brilliant man in the whole state civil 
service system. He had his flaws but he was a very—just for 
sheer brain power he was my hidden asset. Took me a little 
while to understand how he functioned because he also came 
through as very negative I later learned soon learned I 
guess, Now let me back up 

Walker had difficulty seeing people he wore glasses and 
was very tall When he walked down the hall he didn’t 
always know who was there. So he generally didn't speak to 
people You'd see him in the elevator and he wouldn't talk 
to people because he didn't know couldn't clearly identify 
who it was So he had this reputation of being aloof He 
also had a reputation of being sort of gruff and rough but 
he was actually a very shy person. That was all a front 

What I found out about the idea business was that when 
you threw a new idea at him he would cuss So obscenely it 
wasn't funny And my first few times this was very 
discouraging I said "Here's one of my key people " I 
walked in and I've got a 100 percent civil service staff I 
don't have any exempt positions to appoint Every other 
department has at least one that they get to appoint So 
here's Walker in this key position and every time I throw 
out an idea I would get this very strong negative reaction. 
Had he been m the military service? 

Navy he was an armed guard officer But then one day about 
two days after or three days after I'd thrown an idea out 
he made some comment and came up with something that was 
different than what I had thrown at him. What I finally got 
the clue to was that he had about a seventy-two hour 
gestation process When he was cussing it was because he 
had no control over his brain. When you threw something at 
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him it meant that he had to put that brain m gear it would 
go to work whether he wanted it to or not He would work 
that idea around and you had to be sensitive and alert 
anywhere from two to three days later to what would come out 
because it might not even be recognizable from the original 
idea. But all that time he was churning it around 
And you had to let that process work it's way through 
Yes oh yes You had to let it work. Once I discovered 
that secret nobody else ever did I had a real tool I 
worked it to death 

Of course he was kind of bitter when I came m because 
he had fully expected that the department wanted one of their 
own to be appointed. I was a very unwelcome outsider 
Sure Did John Campbell signal that he was going to retire? 
Oh yes. There was quite a lag after my designation. I was 
designated m May informally But the formal action wasn't 
taken 'til just before I took the oath m August 
You were acting from May to August 

No no I wasn't even m I wasn't there at all except to 
come up and look at analyst's reports and things like that 
Did you talk to Campbell at all? 

I had several conferences with him 

Personal Goals and Concerns 


What kind of suggestions did he have or talking to him what 
kind of clues did you get as to what you might want to do m 
that j ob7 

Well that's kind of a multifaceted question. In terms of 
what was m my own head [income tax] withholding and 
Department of Revenue I think were the key issues 
Department of Revenue because of my background m the theory 
of governmental administration All you had to do was take a 
look at the Board of Equalization and FTB and you'd know 
that nobody m their right mind would sit down and put 
something like those two organizations together from scratch. 
Two separate units 

Well crazy organizations I mean they're just totally 
illogical and irrational And I'll get into the origins of 
all that you know 
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That would be great How long had Campbell been m that job? 
Thirteen, thirteen plus years He had thirteen and two- 
thirds I bad sixteen and one-third Exactly thirty years 
between the two of us His predecessor had about nineteen 
plus so there were fifty years with three administrators 
I learned a lot about that too The way I 
used to talk to staff about it I said "Well there's 
something to be said You can suffer mediocrity for the 

sake of continuity or a certain degree of mediocrity for the 
sake of continuity " Because with the continuity you can 
get some things done that never can happen on the short haul 
My span m a position always had been about five years 
I've been through four five jobs I guess of which four were 
five years each and one was two So that was sort of my 
expected cycle and I never expected to stay at Franchise for 
sixteen years Which was much too long m retrospect I 
should have left when [Edmund G] Jerry Brown [Jr] came m 
[as governor 1975] That would have been the optimum time 
to leave But it didn't seem like it at the time 
Right right That's a hard judgment to call at that point 
But I wanted to leave when [Governor Ronald] Reagan came m 
[1967] George Miller was the one who really pleaded with me 
to stay I talked to [Donald] Don [Bradley] and I talked to 
George George gave me the toughest time about it. He said 
somebody needed to stick around. And I was really the only 
one that had the opportunity because everyone else had to 
submit their resignation and get replaced sooner or later 

The Board of Equalization the Legislative Analyst the 
Auditor General and the Franchise Tax Board 


How about the head of the Board of Equalization? 

No but that was a different ball game You have to 
understand more about the Board of Equalization. I had 
thrown my resume in for the executive secretary of the Board 
of Equalization. It came open just before the FTB one 
Really 

But I hadn't worked it I just submitted it. I think that's 
how I got picked up for FTB because I didn't even know there 
was the vacancy at FTB My secretary pulled me out of a 
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meeting one day to take a phone call I went m and sat at 
her desk to take it. It was [then Controller] Alan Cranston 
asking me to be the executive officer of the Franchise Tax 
Board. I said "yes” and went back to my meeting [Laughter] 
MORRIS He presumably talked about it with [Governor Edmund G Brown 
Sr ] Pat? 

HUFF Oh I'm sure and/or Hale Probably Hale. See he and Hale 

were the two votes And [Chairman State Board of 
Equalization] John Lynch.^ I think they told John Lynch 
after Hale and Alan decided. Well I would guess it was the 
other way around I would guess Hale talked to Alan. And 
the fact that my resume was in over at the B of E 

[End Tape 1 Side A] 

[Begin Tape 1 Side B] 
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Alan didn't have some ideas about what he thought the FTB 
ought to be doing? 

No Strange isn't it? 

It is It is And Hale’s concern was primarily getting 
another PIO slot for Finance? 

For Finance through us If we got a second one he wanted 

to borrow it on our payroll 

Right And that theory works that 

Finance can't get new positions either 

Well if it stayed on your payroll it would look better for 
his budget 
Uh huh 

Yes but the theory was that if you got something out of the 
deal you'd be more agreeable to him getting something 
Uh huh 

I see Some of the discussions m the Legislative Analyst’s 
reports had to do with whether or not the Franchise Tax Board 
should concentrate more on bringing in more revenue or on 


1 The chairman of the Board of Equalization is ex officio a 
member of the Franchise Tax Board 
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making sure people didn't avoid businesses and individuals 
didn't avoid required 

That's compliance with the tax law That's an ongoing 
problem and it's more a judgment call m terms of—nobody's 
ever found out where the point of diminishing returns is 
From the analyst's point of view they would always wring 
their hands you know and talk about going too far In fact 
nobody ever got even close to the point of diminishing 
returns Of course the legislators would not be predisposed 
to let the auditor staff get built up That's not m their 
interest Other than the revenue personally it isn't in 
their interest 
Why not? 

Oh with a lot of auditors roaming around they might pick 
legislators off Just the basic bias Same with Congress 
Well it is puzzling because you've got a big audit function 
m the FTB and then there's also an auditor a legislative 
auditor 

Auditor general 

And the auditor general 

The legislative auditor is the auditor general 
Yes 

But that's a different role all together 
How so? 

Well for one he's the employee of the legislature So 
that's different. And two he's sort of a miniature 
comptroller general m fact the present auditor general 
[Thomas Hayes] came out of the comptroller general's office 
It does program audits of all departments It has a mission 
that's impossible m terms of the size of its staff versus 
the job before it. When we get further down the line I'll 
tell you about the auditor general who got fired because of 

Really? 

because of [Controller Kenneth] Cory and [Assemblyman 
Willie] Brown [Jr ] and what they tried to get him to do and 
then what he was doing personally 
I see Oh dear 
That's a story all its own 
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What was the Franchise Tax Board you know the board 
members' role m terms of your activities when you first went 
on? Cranston and Champion and Lynch? 

Lynch and Champion? None 
None 

Well we have to go back. The Board of Equalization is a 
constitutional body The four members are constitutional 
officers selected from districts with Cranston as the fifth 
ex officio member by virtue of being the state controller 
It goes back into the nineteenth century It was a very 
small operation Its mission was to equalize the property 
tax rolls between the counties It couldn't get into 
specific pieces of property it could only deal with the 
methodology involved as between counties It tried to 
preserve some kind of equity and to work against the local 
bias of local counties and this type of thing The only roll 
that it did assess was the utility roll Railroad companies 
FG&E [Pacific Gas and Electric Co ] telephone companies and 
all those which of course crossed county lines As such it 
was a very small operation. 

In fact it did not come into its own until 1933 when 
the sales tax was enacted 1 The year it was enacted they had 
a big tax package m the depths of the Depression. The 
package included both the income tax and the sales tax. That 
package was initiated and put together by the chairman of the 
Board of Equalization Fred Stewart and the then state 
controller his name was Harry Riley If it had been enacted 
as introduced m *33 the income tax would have been 
administered today by the Board of Equalization. But m the 
legislature there's a lot of maneuvering around between 
labor and agriculture. Labor doesn't like the sales tax and 
agriculture doesn't like the income tax. Somewhere m all 
that maneuvering the income tax got deleted from the bill 
It didn't get enacted that year 


1 "Retail Sales Act of 1933 " 1933 Cal Stats ch 1020 p 
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The legislature came back two years later and enacted it 
separately By that time the Board of Equalization had some 
political problems and the legislature decided to attach it 
to the Franchise Tax Commissioner The commissioner was 
established in 1929 when they passed the Franchise Tax Act 
Here is a letter from John Peirce 

Ah, John Peirce [Governor] Goodwin Knight's director of 
Finance 

John Peirce In which he refers to oral history and the 
whole works He was one of my pen pals He said "I'm glad 
your staff is being asked to prepare the history of the 
Franchise Tax Board and its predecessor the Franchise Tax 
Commissioner " That was a failed mission because when I 
tried to get [F R,] Jack Morgan (a division chief) to do it 
he just wouldn't do it. He was ready for retirement and I 
thought that was a way to help phase him out 
Good transition plan 

Yes and he just wouldn't buy the idea He had a lot of 
personal knowledge m his head. Let's see quoting Peirce 
"As for why this tax was not placed under the jurisdiction of 
the state Board of Equalization " Now we're back in 

'29 "There was considerable distrust of this elective body 
at that time and some of it dating back to the famous King 
tax bill fight of 1921 I don't know anything about that, 
"The latter had to do with adjusting the rates of gross 
receipts taxes applicable to railroads and public utilities 
On the other hand there was also a question as to the 
impartiality of Dixwell Pierce (no relation) who became 
secretary of the state Board of Equalization m 1926 " He 
left just a few months before I came m 1963 
Right he was the person who left so there was a vacancy at 
the B of E 

That's right. "Dix was a recent graduate of Boalt Hall m 
Berkeley and his thinking was regarded as heavy on the 


1 Taxation of public service and other corporations 1921 
Cal Stats ch 22 p 20 
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academic side Dixwell was an old and dear friend of mine 
over the years Accordingly Edward Elliot tax attorney of 
the First National Bank in L.A. also representing California 
bankers pushed for a separate agency to administer the new 
tax using the title of Franchise Tax Commissioner " This is 
just more detail Let's see 

"Following the enactment of the Bank and Corporation 
Franchise Tax Act by the legislature the bill was 
automatically signed by Governor [Clement C.] Young who was 
really a great governor Then all hell broke loose in the 
political arena opposing candidates for the Republican 
nomination for governor 1930 were quick to point out the 
governor's signature saved the Bank of America several 
million dollars m taxes The governor tried to explain it 
was a vote of the people in 1928 and an act of the 
legislature in 1929 and not his sponsorship But the more he 
explained the more doubts were created m the minds of the 
people [James] Rolph was nominated and elected governor m 
193 0 So when the income tax was enacted in 1935 it was 

attached to the Franchise Tax Commissioner " Somewhere along 
the line liquor administration was added to the Board of 
Equalization's duties 

Right And that has its own troubled tale 

That's right The best I can figure was that Dixwell Pierce 
left the board alone to deal with liquor it left him alone 
and he dealt with sales tax. This is my conclusion because 
he came out of the scandals unscathed. Also I think it gave 
him the opportunity to develop administration of the sales 
tax without quote meddling by the board It was busy doing 
its thing By the time it had liquor taken away and then all 
it had to do was meddle it was pretty well 
institutionalized 

In 1933 I think it was the constitution was amended to 
provide for the creation of a civil service system. Whoever 
drafted it did it in a positive mode which meant that they 
had to account for all positions They forgot one. They 
forgot the Franchise Tax Commissioner 
Who wasn't really there yet 

Oh yes he was there in '29 This is '33 So when they 
brought m civil service they had to account for how 
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everybody fitted in whether they were under civil service 
or whether they were exempt or whatever he was just left 
out That was really the hallmark of FTB when I walked in 
the door because of the [Franchise Tax Commissioner Charles] 
McColgan tradition and the Campbell tradition which was low- 
key out-of-sight out-of-mind style Never stick your head 
up never volunteer for anything this type of thing So the 
commissioner was forgotten there was no provision for his 
removal 

But he was a governor's appointee? 

No he was appointed by a committee. The committee was 
created in the act in 1929 The committee consisted of the 
director of Finance the chairman of the Board of 
Equalization and the state controller But it didn't have 
the power to remove him. 

But that committee is the board of the Franchise 
That happened on January 1 1950 They took that committee 

and made it the Franchise Tax Board 
Good heavens 

When the scandals came—and the scandal was not of 
malfeasance or misfeasance it was of nonfeasance—McColgan 
was not functioning He would come to his office in San 
Francisco and close the door That was it. There was a 
deputy in Sacramento who ran the show Eventually this came 
to the attention of the legislature under [Caspar] Cap 
Weinberger who was an assemblyman. He had a committee that 
looked into that 

There were really two tracks that were followed. One 
was various reform measures that mandated that the 
commissioner had to be m Sacramento and these types of 
changes But this is when they ran into this blank wall that 
they couldn't remove him. There was no provision for 
removing him. That's when somebody dreamed up the idea of 
abolishing the position, creating the FTB and turning all 
the duties over to the board. That was put in a bill and 
went through in 1949 and the board came into being on January 
1 1950 

The board met they hired Campbell a civil servant from 
the Board of Equalization and passed a resolution delegating 
all of their authority to the executive officer except the 
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appointment of the executive officer the setting of the bank 
tax rate adopting regulations and determining whether they 
would be prospective or retrospective. That's all the duties 
it kept for itself Thereafter until Gory it met 
infrequently It had one compulsory meeting a year to set 
the bank tax rate which mcidently they don't even do 
anymore That is an interesting twist It happened under 
Cory The other time it would meet is whenever we had 
regulations that needed to be heard and adopted. So the 
board's meetings were really a function of the adoption of 
regulations 

Does history record why it was simpler to go around the 
reorganization route than to change the constitutional 
amendment about civil service to include the Franchise Tax 
Board? 

Well but that takes a vote of the people 
I see 

I mean that's a big cumbersome project and you don't do it 
for a little glitch like that It's just not practical 
Cap Weinberger was also the guy who drafted the legislation 
that took liquor administration out of the Board of 
Equalization. Were you watching at that point? 

From the Bay Area. I was aware of what was going but I 
wasn't a close observer 

Does the idea of a Department of Revenue go back to 

Weinberger 9 

Oh sure 

He didn't invent it but it was current 

Well it was a natural The leg analyst used to comment 
about the infrequent meetings of the board. I don't know 
whether it ever got into their analysis but it always was a 
concern. Actually during my years it met more frequently 
then it did under Campbell I would use it as a means to 
report 
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Budget and Workload Growth 

As I think of these things [Looks for reports] The 

last shall be first I presented this paper at my last board 
meeting ^ 

"Stewardship Report 1963-1979 " 

That is just a short summary for the whole sixteen years 
Oh wonderful May I borrow this? 

Absolutely you can have it 

That's pretty great. You boiled sixteen-and-a-third years of 
work down into seven pages 

Yes There is another thing that's important to try to grasp 
as I took office. There were a lot of things going on. I 
had the budget sitting on the corner of my desk without a 
budget officer It was a request for eleven million dollars 
on a budget base of ten. It broke ten when I came m the 
prior budget was 9 9 [million] — the one that was existent 
when I came aboard. I brought in all the key players and I 
said "OK what are the priorities 9 Put the budget 
elements m priority order" I was told that everything was 
important 

Of course of course That's basic bureaucracy too 
With no budget officer nobody to whom to assign it to 
analyze it summarize it give arguments pro and con. I was 
green as grass and it's a complex operation. I can't really 
emphasize how complex it is It's a massive paper assembly 
line the pipeline so-called every step of the way It's 
got little simple steps but they all go into a process with 
many opportunities for things to go wrong Just 
inadvertently because of human error or this type of thing. 
Because you're dealing with so many individual 
Sheer volume Sheer volume of the office is just mind- 
boggling That was one aspect They later described it as a 
traumatic process with the conference room having buckets of 
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See appendix 
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blood all around the table Because I went through with 
the key administrators and step by step cut here cut there I 
got that budget back to the base. We were given a target 
figure the prior base plus a small growth allowance 
By the Department of Finance? 

Right and that’s what we were supposed to submit That was 
the mode m those days I was bound and determined we were 
going to submit a budget within the target figure and meet 
the deadline And we did. 

Did you have any advice from an analyst in the Department of 
Finance who worked with the FTB earlier 7 
No we did it cold 
All m one sitting? 

No oh no No It was quite a process So that was 

waiting for me when I walked in the door Campbell lovingly 

left it there. He didn't have to cope with that one 
Was there any special reason he retired? Age? Infirmity? 

Age yes Anew administration had been m was just 
reelected That was it I think it was the fact that 

Pat had been reelected in '62 

Yes and he didn't want to put up with that He was an old- 
style Republican. Basically an honest guy But totally 
But he was not terribly comfortable with the Pat Brown 
administration 7 

Income Tax Withholding 

Well I think the real reason he retired he saw the 
handwriting on the wall with respect to withholding He did 
a disservice to the state of California because he was the 
principal one who blocked withholding from being m the 
governor's *5 9 package If it had been in there it would 
have gotten enacted without any problem at all 
In the governor's legislation yes 

He didn't want withholding He didn't want to have to 
implement it 
Gear up for it 

That's right and all that went with it Somewhere there's a 
statement he made. 
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Oh, that's interesting because the conventional wisdom is 
that Pat and Hale were avoiding it because they didn't want 
to you know they wanted the money but politically they 
didn't want the discomfort of instituting it, 

I'm sure that was a consideration but Campbell helped. How 
do you push something when the guy who's got to implement it 
has got his feet dug in? 

Stuck m concrete 

Yes One of my early projects I took [David] Dave Braimn 
from Finance who was a revenue estimator and my research 
and stat [statistics] man Clark Lee and the three of us 
made a trip to New York. Our goal was to go to Albany but 
before that we stopped m New York City to visit my district 
office and to visit the New York Public Library We spent 
the whole day at 42nd Street and 5th Avenue looking up all 
the stories on the enactment of withholding in New York by 
[Governor Nelson] Rockefeller because he did put it in m 
'59 The two governors took office at the same time. They 
both started m *59 Rockefeller had it m his tax package 
The bottom line that we concluded was that this is the 
hottest political issue to come down the pike in modern times 
until the day after it is enacted. And then it disappears 
Really 

Yes It happened it happened here also It virtually 
disappeared as an issue 
I don't understand Why? 

Well once the decision was made and it was in place that 
was it It just ceased to be a cause celebre 
People screamed when 

It was a phony issue really This was true also in 
California's case 

Later Reagan sponsored and [then State Senator George] 
Deukmejian carried the largest tax bill that California has 
ever had to this day That was to deal with a lot of 
problems including what had been gradually happening in 
terms of cash flow But you had two ways to deal with the 
problem raise taxes or improve the cash flow That was 
California's problem The poor cash flow was going to make 
the state go belly-up That's what turned Reagan around. 
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[Department of Finance Director] Cap Weinberger never 
bad tbe guts to walk m and lay it out to Ronald Reagan 
which I find very interesting m retrospect When 
[Department of Finance Director] Verne Orr came aboard and 
replaced him m a matter of days after studying the problem 
he demanded an audience with Ronald Reagan took his people 
m and laid the whole thing out Reagan came out of that 
meeting white as a sheet That's when the concrete cracked 
around his feet because the state wasn't going to make it 
The budget was balanced but the money was coming m at the 
wrong time we were going to go on registered warrants We 
were within days of registered warrants 

That gets back to you know what they did in '5 9 

was accelerate just about everything except the income tax. 
They even speeded that up with an estimate program but it was 
only for high-income people and it was only two installments 
It was totally inadequate All the money was coming m m 
March April It was too late It didn't match the outgo at 
all 

Which is twelve months 
Right 

So Pat did not even suggest it? 

I don't know I wasn't there I wasn't privy to all that 
I'm just more or less putting together m retrospect what I 

Were you reading the federal national publications on tax 
policy and things like that m Oakland? 

No 

How did you go about getting a hold of this multiple 
complexity organization? 

Well first I'm a quick learner that’s number one And two 
my role was to be a manager My exposure to taxes was m 
public accounting. I'd prepared many returns I'd prepared 
a few unitary returns not many so at least I knew the 
theory and the concept but had never gotten involved m a 
really large and complex one. But I was bringing 
administrative and managerial talent and political know-how 
That part was important Very few people to this day know 
that the chief deputy (I think that was his title) 
commissioner the principal civil servant deputy to the 
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Commissioner of internal Revenue was my upperclassman at 
Antioch College m 1940 
Really Who was that? 

We were fifteen hot-shot freshmen. We didn't know it at the 
time but we had been specially selected and segregated into 
Oakhurst [a live-m residence] and we had two upperclassmen 
who lived with us [Bertrand] Bert Harding was one of them 
He entered federal service after college and became one of 
the top civil servants m the national administration. I 
happened to be m his office on his last day of IRS [Internal] 
Revenue Service] service He was going to take on a project he 
considered to be '‘walking the plank." Lyndon Johnson had called 
him m and asked him to go over and straighten out the [U S 
Office of Economic Opportunity] Proverty Program 
Oh dear 

Working with the Internal Revenue Service 

But that gave me a starting relationship at the top which was 
invaluable 

So you'd stayed m touch with each other over the years? 

Not really Not very much. It'd been years since there had 
been any contact In fact I don't think I even knew he had 
that position when I was appointed I discovered it m the 
process 

Our relationship with the Internal Revenue Service is 
closer than with any department m the state government 
That's something that's not very well known. 

That's amazing 

It has been that way for years long before my time We had 
our own data processing installation back m the old 
punch card days m Ogden, Utah side by side m the Internal 
Revenue regional office 
Why m Ogden Utah? 

That was the IRS center that serviced California 
But why did FTB want need you there? 

All federal returns filed m California We got copies of 
the returns We also got copies of all the assessments and 
we ran a filing enforcement program That's what the data 
processing operation was for comparing federal filings with 
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state filings m California. That was a key part of the 
whole program 

MORRIS Was that already m place when you came aboard? 

HUFF That was in place 

MORRIS I thought it was later on when computers got more 

HUFF It developed it became more sophisticated. A lot of things 

happened but that relationship had existed for quite some time 
It's by formal written agreement that we exchange information. 

MORRIS A treaty 

HUFF Oh it is We give them information too although later they 

started to make more use of it but in the early days when I 
came they hadn’t made it 

[End Tape 1 Side B] 

[Begin Tape 2 Side A] 

HUFF Through Bert Harding I got to know [William] Bill Smith who 

was the research and stat comparable deputy m Internal 
Revenue Service back m Washington. When Bert left Bill 
became the chief deputy A high point one time involved 
employer information filing If you’re aware the 599 
forms (state) and 1099s (federal) require the employer to 
report wages and other income to the FTB and the Internal 
Revenue Service Of course the feds had been receiving that 
information on paper for years It went into a big warehouse 
in Kansas City and nobody could use it Unbeknownst to the 
poor taxpayer it just sat there m the warehouse 

MORRIS Because there was so much of it? 

HUFF It was all paper They had no way to economically use it 

MORRIS Sort it out 

HUFF We conceived and started our own filing program on magnetic 

tape for employers Of course this was a tough sell We 
were having difficulty and were being told "Well you know 
if the feds did it it would make it a lot easier then we 
could do it for all ” But I had a regular sales crew going 
out to employers selling this program 

So Clark Lee and I went back to Washington to sell the 
idea. We got the classic bureaucratic resistance but Bill 
Smith was interested. He convened a meeting in this large 
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board room that was almost as long as this living room and 
maybe two-thirds as wide with a big table and all the brass 
sitting around. I'm not sure but I doubt if any outsiders 
ever if ever seldom got to sit m on a decision-making 
process where an issue was actually thoroughly discussed and 
a decision made 

Smith sat there and we made our pitch gave all the 
cogent reasons the benefits and everything All these guys 
sat around sniping at us at the idea. The big argument was 
"Gee we get all this paper m Kansas City and don't use it 
and now you're going to load this project on us " That was 
sort of the reaction Finally Bill Smith said "Well I'll 
tell you what if we can receive all that paper and not use 
it we can also receive the magnetic tape and not use it " 

He says "We're going to do it " [Laughter] 

That was the beginning of the program The glitch was 
that of course IRS does things its own way By the time it 
implemented the program the specifications were different 
than ours Then we had to go back and rejigger everything to 
meet IRS standards since it was nationwide. But that is a 
maj or program today 

MORRIS So you talked the federal government into starting it up so 
that you could then sell it to businessmen m California? 

HUFF Wouldn't have to sell it Once the feds [U S government 

employees] took it why that was it They would mandate it 
MORRIS And then California and the federal government would use 
the data off the same tape the relevant people 
HUFF Both get the benefit from it right It was a Well 

the filing enforcement program and the audit program are 
receiving major benefits from it now It's become a very 
sophisticated system Millions of assessments were made on 
underreporting of interest and dividends That's where it 
really pays off 


Huff's Confirmation 1964 Hale Champion Cap Weinberger 


MORRIS Before we get past it could we talk a little bit about the 
confirmation process that you go 
HUFF There wasn't very much to it 

MORRIS Really? 
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In fact I can't even remember it other than that it 
happened. It didn't happen immediately because you had to 
wait until the legislature was in session. It must have been 
in the spring of *64 There's always a whole string of 
confirmations backlogged Sooner or later your number comes 
up and you appear before the committee and that's it. There 
was no great big to-do about it I really can't remember any 
details of it It was a non-event basically 
In those days it was not a way for people to make speeches 
and raise 

Oh yes But m my case it wasn't It could be a focal 
point if even one legislator had a problem But I didn't 
have any problem 

Did you have any kind of ongoing contact with Hale Champion? 
Even though the board itself didn't meet 

Well it was Hale Champion as director of Finance with whom I 
was in contact He's a remarkable person You know what 
he's doing right now? 

Yes he's head of the John F Kennedy School of Government at 

Harvard 

No no 

Oh he's gone on beyond that? 

He is the only person alive who has served as chief of staff 
to the governors of two different states He is running the 
state of Massachusetts while [Governor Michael] Dukakis is 
running for president [Laughter] 

Isn't that fascinating? Isn't that fascinating? 

This is a man who came up as a reporter 

Yes but he went back to school and got a masters degree in 
political science 

He also went through the school of hard knocks and I think he 
learned more there coming up and becoming the. What 

did they used to call it? He came to Sacramento he came off 
the [San Francisco] Chronicle and he was the whatever the 
media position is called m the governor's office press 
officer Then of course he became executive secretary 
after [Winslow] Christian went on the bench Oh I knew 
Winslow before he came up too That helped. But Hale was— 
talk about a quick learn—I have never been up against 
anybody who was as quick as he was And decisive. The 
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challenge to me was always anytime I took something in to 
him was to see how condensed I could get it and see how far 
m I got before I got a decision from him You'd never have 
to finish your pitch and you'd get a quick yes or no up or 
down 
Really 

Of course he made his share of mistakes because sometimes 

that is too quick but 

But at least you get a decision 

You got a decision yes He didn't have to consult the 
governor he knew where the governor was coming from 
Sometimes he didn't but I mean m most cases he knew that 
whatever he was saying was consistent with the governor's 
philosophy He'd worked close enough with him 
That's really interesting. I'd like to ask you how you would 
compare and contrast Champion's quick study with Weinberger 
'cause Weinberger is also referred to as having an immediate 
grasp of vast numbers of data. 

I don't think they're m the same league I really don't 
Aside from their political persuasions Just as you know 
quality of 

I told you I have trouble with Weinberger's ethics frankly 
I've had several different exposures that sort of gave me 
that bias Incidentally he is a remote cousin of my 
daughter-in-law [Laughter] He is also the black sheep of 
the Weinberger family Federal Judge [Jacob] Jake Weinberger 
from San Diego long gone was a dyed-in-the-wool [President 
Harry S] Truman Democrat. As far as we know Cap is the only 
real Republ ica n 

His brother was also m the Reagan administration. His 
brother's also dead Peter [Weinberger]? 

Oh that's right 

He was Department of Employment director 

That's right yes Didn't last very long He just passed 
through briefly 
Right I think he died 

But he was a different breed of cat In fact I think he 

may have died m office 

Right 
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The directors of Employment They had so many over such 

a short period after Pat Brown's director (I can't think of 
his name right now) left that the people in the department 
didn't even know who the director was It was just a 
revolving door They must have had six or eight in a very 
short period of time I think they suffered because of that 
too 

Yes they finally settled on the top civil servant named 
[Albert] Tieburg 

Department of Employment 

Well Tieburg's the one I was talking about that's the name 
I couldn't think of Tieburg was Brown's last director 
There was a lot of continuity there. He came up through the 
ranks But after Tieburg they just With Reagan he 

went through an awful lot and so did Jerry Brown. That's a 
place that That's a troubled place 

Because you're dealing with people who are needing work and 
trying to match the available 

Trouble m the sense of a bureaucracy that doesn't function 
well It was to me always the classic example of why you 
have to be alert and everyday try to recommit your mission. 
There was one point in I guess the fifties that they were 
the leader m state service m the use of data processing 
technology They went from first to last m a relatively 
short period. They'd been on the growing edge and then they 
stopped growing Of course EDP’s [electronic data 
processing] a whole subject m itself and you just And 

you're going to trip and fall on your face if you don't keep 
up 

At that point it was developing so fast Would the problems 

have anything to do with the fact that so much of their money 

and program is directly related to the federal government? 

From the federal government 

Is the federal government 

It's federally funded 

Right 

That is the heart of one of their problems They were 
diverting money They receive money in two different 
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ways one based on claims filed as I recall and then one as 
a lump sum for the two different programs ^ Of course if 
the claims dropped drastically the federal money dropped 
One of the things they did that we never did for seasonal 
programs is they hired permanent people FTB built its whole 
operation to this day on temporary help People right off 
the street FTB employment goes up and down like a yo-yo 

But with them with all those permanent people when the 
claims drop they're in trouble serious financial trouble 
Because they were federally funded the leg analyst didn't 
look at them very carefully That's another black mark on 
the leg analyst And Motor V [Department of Motor 
Vehicles] is another one 1*11 tell you about What the 
Department of Employment did was steal and I use that term 
advisedly from other funds to keep the fluctuating program 
going. This came to light during a battle that we had with 
them 

The Department of Employment had been dealing directly 
with employers for years We felt it would be more efficient 
to have withholding as a part of the regular quarterly 
reporting and monthly deposit than trying to build a whole 
new set of machinery to do it It would also be easier on 
the employers We weren't interested m building machinery 
just to do that. So we drafted the bill after consultation 
with them and put it together m that manner Which of 

course made us have to work closer with them Well under 
the Reagan administration wasn't it? When was [Earl] Brian 
head of Health [secretary Health and Welfare Agency]? 

It was *71 '72 

He put together a monster Part of that monster was an 
attempt to take it apart and to remove 
To take apart employment programs? 

Well employment He moved them over into what do they 

call it? 

Benefit Payments 


1 Administration of the unemployment insurance and employment 


service programs 
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Benefit Payments Department of Benefit Payments There was 
a proposal to take a piece of that and put it over to 
Franchise Tax which would have been a first step toward a 
Department of Revenue Benefit Payments couldn't tolerate 
that because their budget would have gone sky-high. It would 
have exposed what they were doing If you'd have taken the 
employer reporting part out and the money that went with it 
the rest of the programs would fall apart. So of course it 
never happened That's a story that's kind of fuzzy m my 
mind but it was hot and heavy for a while Very few of 
these things get settled on any kind of rational basis 
There's always these hidden agendas 

Yes Could we go back and talk a little bit about what Hale 
Champion had in mind with his Department of Revenue proposal 
and why that 

He didn't make a Department of Revenue proposal 
I thought he wanted you in somewhere as his deputy 
That was the Revenue and Management Agency Totally 
different You have to go back to when Brown came aboard 
He put together a task force to look at the organization of 
state government ^ There were some three hundred 
departments all reporting to the governor That figure 
sticks in my mind nobody actually knew the number but it was 
m that general area. That's when the agency form evolved 
out of this task force and they recommended eight agencies 
Four were enacted into law and made formal agencies Because 
of political problems four did not get enacted So Brown 
created them by executive order They didn't have 
appropriations they didn't have paid staff or anything 

Revenue and Management Agency, Huff as Champion's Deputy '65 

He designated Hale Champion as the director of the Revenue 
and Management Agency which encompassed Finance FTB 
Personnel Board two retirement systems you know it was a 
mish mash of unrelated groups He didn't have any time to 


1959 


1 Governor's Committee on Reorganization of State Government 
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spend on that exotic mission. That's where he thought up the 
idea of having a deputy and I was to be it 

In here [letters to Roger Huff] I refer to my first 
assignment which I thought was interesting "My duties as 
the unpaid deputy to the unpaid administrator of the 
nonexistent agency are starting to emerge " [Laughter] This 
is July 31 1965 "I received my first turkey the other 

day " You know what a turkey is? In government parlance 
bills are usually referred to as "turkeys" if they're just 
It's a very colorful phrase that says it all It has 
nothing going for it if it's a turkey 

Right. It's also a stage term it's a theatrical word for a 
play that is going to flop 

OK That's it all right So this was my first turkey 
"I'm to resolve a conflict between the State Lands Commission 
and the Department of General Services over who shall have 
title to and administer 59 2 acres atop Mount Diablo " 

Oh my goodness 

General Services and Lands Commission were also under the 
Revenue and Management Agency "The federal and state 
constitutions acts of congress dating back over a hundred 
years and high moral obligations have all been injected into 
the dispute " Well part of that also was that if Pat had 
been elected to a third term Hale wanted out He did not 
want to serve into a third term He was burnt out and I was 
the heir apparent to be the director of Finance if Pat was 
reelected 

What about the theory that 

No one knew that. That was just between Hale Pat and 
myself 

Was it taken for granted or was it specifically said? 

In discussions with Hale. I don't think it was ever 
discussed m my presence with Pat but 

Pat and Hale discussed it and then you and Hale discussed it? 
Yes 

That sort of goes against the idea that Hale himself would 
have liked to have run for governor 

Oh I don't think that was a serious consideration. He may 
have had some pipe dreams but I don't think that was a 
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realistic consideration. I don't know that it goes against 
that though 

Well you know he's always seemed to me somebody who is 
awfully good at the nuts and bolts both of management and 
politics not necessarily a candidate type 

Right that's what I'm saying But I don't see where that's 
inconsistent here anyway He was planning not to be director 
of Finance 

Right Was he planning on getting out; He was not 

necessarily getting out of state government? 

I wasn't privy to that. The subject never came up and I 
didn't ask 

How about the other report that you might have had some 
observation on that Jesse Unruh and Pat Brown would have 
gotten along fine if Hale Champion had not kept thinking up 
things that would put the relationship off balance? 

I think that's a myth. You're dealing with the speaker's 
paranoia more than anything else. That paranoia was based on 
ignorance of some of the mechanisms of government One of 
them involved what's called the "May Revise" [of expected 
state revenue statistics]—that's a term of art. It all 
tied to our department It all tied to the income tax 
returns. When we got the revenue figure for the personal 
income tax returns (because the world stood or fell on that 
revenue) they would then revise the budget estimate The 
budget is introduced on the tenth of January 
constitutionally mandated In May Finance updates the 
revenue estimates based on the hard data and projects it out 
The timing of the May Revise always tied m with when we had 
the figure available Of course we were always being pushed 

This is before withholding? 

Well it applies to this day because you don't 
Withholding doesn't tell you what the revenue is The tax 
liability is only determined when you file a return. 

Somebody may have paid more or less and it's only when they 
settle up that you know what the revenue is going to be So 
it's still an April 

So what they had withheld by December is going to That 

income is going to be what tax is paid on the following April? 
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That's not an indicator No it can be very misleading 
Especially if there's a December push on taxpayers Keeping 
m mind that you can pay m December and take that as a 
deduction on your federal returns So you know there's a 
lot of other wheels within wheels going around. Whether 
somebody paid then or m January would make a lot of 
difference to individual taxpayers The last estimate wasn't 
due until the fifteenth of January So they had the choice 
of which year they wanted to throw that into 

I don't think Unruh understood what the May Revise was 
all about Because it wasn't on a set date it was really 
driven by FTB and then with a few days to give Finance a 
chance to work the figures and update the budget. They have 
all the other figures ready it's the personal income tax 
that had to be plugged in. Unruh thought that this was Hale 
sitting there diabolically scheming to bring it m at the 
most embarrassing moment. And it was embarrassing the year 
of A.B 227 0 1 that the right number? The big tax bill? 

I will check I'm not sure 

I've got it. That's the Petris [Assembly Revenue and 
Taxation] Committee project. Basically Unruh swiped the bill 
out from under Nick because Nick is such a nice guy he 
didn't object When he introduced this bill it was going to 
be the solution to problems on every front They had 
consultants coming out their ears This was when [David] 

Dave Doerr was brought aboard That must ring a bell 

It does indeed 

You know he's not with 

He's with Cal Tax [California Taxpayers Association] now 
right? 

OK 

From one side of the table to the other 

That's right But what had happened was that AB 2270 was 
built on the revenue need was the underpinning of it. Just 
about the time Unruh mtoduced that with the grand slam 
(Unruh and Petris but Unruh stealing the thunder) m came 


1 A B 227 0 1965 Regular Session (4/6/65) authors Unruh 

Alquist et al 
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the May Revise and pulled the underpinning from under the 
bill 

Did you give Petris any advance warning that the revenue was 
not going to 

It wasn't my The raw revenue data is privileged 

information from FTB to Finance 
I see OK 

No I'd never deal with that That was strictly Finance's 
responsibility We were just providers of the data raw 
data 

OK so your view is that the FTB was there to serve the 
executive branch rather than the legislative branch? 
Absolutely oh sure. In this area we didn't serve the 
legislature. No way 

Well that may be part of the whole story we're about to 
unf old 

Perception of Job as Tax Administrator 

Well that gets down to my perception of the job What I 
determined when I came m as a political person going into a 
nonpolitical job that I had to become non-political 
Absolutely You cannot be a tax administrator and be a 
political wheeler and dealer Of course I knew a lot of the 
legislators m both houses but I determined that I was going 
to handle myself m such a way that I would ask no favors and 
no favors would be asked of me. And that's a tough row to 
hoe But that was a deliberate and conscious policy decision 
on my part as to how I would function. I have seen some of 
the things that happen when you get into the favor-trading 
business over there. There is no end to it The price can 
be too high 

It's a tangled web kind of situation 

One of my guiding precepts with this "crossing the line" idea 
is that you never cross this invisible line 'til you know 
where the next line is You never cross into a no man's land 
Until you know where the other side of it is? 

When you know where the other line is and that you're 
satisfied that that's a good line because there's no turning 
back You can't even do it once 
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If you make a trade-off with somebody on the other side then 
there's always the waiting for the other half? 

That's right Once you do it with one you've got a hundred 
and nineteen others standing m line That's just a simple 
basic law of human nature That's one way I got my 
reputation for being kind of stiff-necked and bard to deal 
with because on some things I wouldn't If I saw a 

line I just dug m my heels There are a lot of things you 
can compromise on and be flexible about but on certain 
principles and ethical matters well you just can't 
compromise 

OK why don't we stop there* That's a good place to stop 
there since you're normally mild mannered. I think it's a 
sign above your head. [Laughter] 

I rarely got riled up FTB m sixteen years rarely saw me 
blow my stack. 

The people m your own department 

That's right. I did it with my chief counsel once 
[Crawford] Thomas That was over the concept of open space 
when we moved out to Aerojet [former aerospace factory later 
FTB headquarters] We were compacted downtown at 1025 N 
Street. Incidentally there's only a few four-digit numbers 
that I know where you just say the number and it tells you 
the whole story and 1025 P Street was one 1313 East 60th 
Street I don't know if you know that one. You should if you 
don't It's passe now but that was m Chicago off the 
Midway where all the national organizations were 
headquartered for years 

Yes yes I do I think I've only heard of it as 1313 
That's right that's what I mean 
Back m the forties 
Righ t way ba ck 

All the public administration hotshots 

1 was part of moving our piece to Washington and nobody 
wanted any part of it They wanted to stay m Chicago 

2 Side A] 


[Begin Tape 2 Side B] 
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FTB v Texaco Crescent City Legislation 

I would guess roughly it was four sessions and about twenty - 
five hours of stenographic court reporter transcript of a 
deposition m the Texaco v FTB case which isn't available 
right now because it's a current ongoing case but—you know 
the firm of Gibson Dunn and Crutcher in Los Angeles? 

Yes 

OK that's [former U S Attorney General] William French 

Smith's firm 

Yes 

OK they are the outside attorneys for Texaco FTB has 
such a large case against Texaco in terms of revenue that m 
their bankruptcy proceeding FTB is one of the major 
creditors 
Wow 

OK The managing partner of Gibson Dunn and Crutcher 
elected to be my inquisitor I met with the managing 
partner his toady another attorney the attorney that 
should have been quizzing me (who's their trial attorney) 
the Texaco attorney an attorney general's attorney and an 
FTB attorney For four days The managing partner is a CPA 
and an attorney and doesn't do this very often. He 
shouldn't have elected to do it His poor prosecuting 
colleague just died a thousand deaths during that deposition. 

Oh golly 

Because he didn't know how to handle it He was I'd have to 
say inept m terms of the interview or deposition process 
Whenever it didn't count I helped him. [Laughter] The reason 
I mention it is because they covered the entire sixteen years 
with documents I had to go back and you know they shove a 
document under my nose that I could no more remember than 
You wonder about that about legal process 

Oh it's terrible. Of course I would if I saw my signature 
or my initials up there I knew it went by my eye There was 
a stack of documents like that. It took four days to go 
through them But it also got to be pretty deadly and so I 
kept looking for opportunities which was totally unorthodox 
to inject a little interest into the matter So I brought m 
the Cresent City tidal wave affair 
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Huff Gets State Bill Passed m One Day 
I remember that Yes 

OK because that's how I learned I'm one of the few 

people who had a bill introduced in the legislature and had 
it chaptered on the same day I don't know if you have any 
feel for how impossible that is 

Well we were talking about it earlier with the speed with 

which Jerry Brown's first bill as governor 

But that took weeks 

Yes but it took all of six weeks 

I did it m one day 

Well six weeks is pretty phenomenal so one day is 
astronomical 

That's right one day is unbelievable Unbelievable That's 
right It had to be done m one day or it wouldn't have been 
done at all 

This related to tax relief for 

It related That's right conforming to the federal 

legislation for moving back into the prior calendar year the 
loss m that year In other words it was creating a legal 
fiction. The tidal wave occured m April *64 and this would 
enable the taxpayers to deduct that loss on their *63 return. 
The IRS already had that provision but we didn't Because of 
when the tidal wave happened and because of the ruling of the 
attorney general that April 15 was the last day that you 
could change the prior year's law tax law That's the way 
it was So you had to suspend the constitution six or eight 
times separate times Each house had repeatedly to suspend 
their rules and the constitution. It had to be unanimous 
If one person objected then it stops the whole process And 
get it to the governor and get it chaptered. All m one day 
Would you have had you know worked with somebody like 
Nick Petris and George Miller somebody in each house 
Well it was [Senator] Randolph Collier That was my first 
real working with the Silver Fox. Because it was his 
district Of course when he grabbed ahold of it and 
understood it and it was for his district that made all the 
difference in the world. We also had to work with his 
counterpart the assemblyman [Frank] Belotti as I recall 
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who was totally inept. We got it through despite him. The 
reason that became germane sort of m a peripheral way to 
the deposition was that my inquisitor couldn't understand 
how I got how I knew so much about the legislative process 
So I had to tell him my quick lesson. Which—oh because 
this was pertinent to the year that the Uniform Act was 
enacted which is another whole story 

III UNITARY TAXATION 

Uniform Division of Income for Tax Purposes Aet l 

HUFF There is a model Uniform Division for Tax Purposes Act that 

was promulgated by the National Conference of Commissioners 
on Uniform State Laws It was drafted m the fifties Our 
people had looked at it. It was mercantile oriented and they 
saw so many flaws m it it'd been put on the shelf One of 
the other things that had happened when I walked in the door 
was—well I have to get back to that whole story—but there 
was federal legislation m the works that would have been 
injurious to how California taxed corporations 

Part of my strategy was to trot out the Uniform Act and 
take a hard look at it and put together a team including 
Frank Keesling who was m private practice but had been with 
FTB and was the father of the unitary concept and several 
others including an attorney (John Warren) who had been 
involved on the committee that had drafted the Uniform Act 
We went through it and we came up with a superior bill draft 
bill which dealt with all the problems and met California's 
needs And we introduced that and all hell broke loose 
California Manufacturers [Association] and state chamber [of 
commerce] and Cal Tax [California Taxpayers Association] and 
everybody knocked it The big argument they used was "Well 
new this isn't the Uniform Act it's a variation of it Now 
if you had the Uniform Act that'd be a different story ” So 
they beat us and when we sat down after the defeat I said 
"OK they said Uniform Act that is with all its defects " 


A B 11 1966 Reg Sess Cal Stats ch 2 p 177 section 7 
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I said "We’re going to make them swallcw their words " So 
I came back the next year and introduced the Uniform Act 
They had trouble dealing with it 
Once they got a good look at it 

Well their position had been predetermined so they couldn’t 
overtly fight it Their scheme to defeat it was—it was at 
the end of the session—these bills all get important bills 
never get dealt with during the session they all end up on 
the last day That’s part of the strategy that's how 
everything works 

So the last day we're m the second house we got it 
through one house we're m the second house—xn the senate 
and they introduce an innocuous amendment What I call a 
"motherhood" amendment you can’t argue against it it 
doesn’t do anything and we knew we’d been had 

Even Petris sitting up there The committee is 

had how do they reject the amendment and so they accepted 
the amendment But if you amend the bill it’s got to go to 
print It means it physically has to go back to the printing 
plant and has to go back to the other house for concurrence 
in senate amendments The opposition knew the process they 
figured that does it. It could never happen m that length 
of time 

They forgot one thing. I had put a bill through that 
place m one day And I learned a lot when I was doing it 
I never let my eye off that bill I followed it physically 
literally to the printing plant Got it m print followed 
it back through all the processes with the clerk because 
there can be slip-ups unintentional and otherwise. These 
things just slip because the clerk doesn't bring it up and 
get the concurrence I walked it back over walked it 
through engrossing and enrolling (which is a whole technical 
process) walked it over to the governor’s office and walked 
it over to the secretary of state to get it chaptered and put 
it They didn’t even find out about it (because there 

were so many bills) for days that it was enacted into law 
with their little amendment 

The amendment was inconsequential it was just a delaying 
tactic? 


MORRIS 
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Didn't affect it didn’t mean a thing. That’s right It was 
designed to kill the bill 

And you did this all your own self You didn’t have a 
deputy 

I personally did it. I was the one who knew the process and 

that you can’t let go of it f or a second 

And leaving Bruce Walker to mind the store 

Oh Bruce at that point was he was a division chief He 

wasn’t 

He reverted back to being division chief? Did you ever 
He became chief counsel at a later date but at that time he 
was a division chief I had a legislative team and I worked 
with them But m this case I was the one who did it This 
managing partner couldn't understand First he couldn't 

understand why this innocuous amendment would m my 
judgment kill the bill so I had to explain that to him 
Then he couldn't understand how I could get it through or 
how I even knew about the process and the whole works 
So you told him about the time 
Yes Because that's m a formal court case 
That is still 

It's still pending. Oh I may appear in court next year 
sometime 

Well when it finally all becomes decided and goes into the 
record that would be a marvelous thing 
I have copies of the deposition 
to add to the collection 


[End Tape 2 Side B] 
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[Begin Tape 3 Side A] 

HUFF This is a transcript of a totally off-the-cuff talk that I 

gave to top staff that laid out my whole philosophy at a time 
when we weren't going to have a budget. 

MORRIS This is when you were coming into the department? 

HUFF No no This is well into the—this must be right down close 

to the end 

MORRIS Really? 

HUFF Yes You know annually they'd go through the 'no-budget* 

crisis of June 3 0 This was just ahead of that and I'd sort 
of asked the staff to go through and exercise themselves in 
terms of from their perspective how to handle it So I had 
to sort of give my I need to work on it and smooth it 

up [Laughter] It's very rough. 

MORRIS But this is the way you spoke it isn't it? 

HUFF Yes oh yes 

MORRIS Right. Well that's what you're doing now 

[Interruption] 


Administrative Workability of Legislative Acts 


MORRIS You were saying that the legislator's work product is the 
bills that they pass 

HUFF Right. And that they have to feel that when they've enacted 

a bill that they've done something Otherwise they'd have 
no reason for existence So this is essential to their 
feeling of accomplishment But the fact is that they've done 
nothing that the passage of a bill is meaningless until it's 
implemented 
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The critical problem from my view is that they have no 
interest or care for the problems of administrative 
workability when they're considering legislation. And if you 
try to raise a problem before a committee to demonstrate the 
problems of a particular specific proposal their response 
is invariably "That's an administrative problem That's 
what we hire you for Don't bother us with that " 

This leads to a lot of disrespect for law m my view 
Because if you have laws on the books that won't work or 
can't work or are difficult to work and then there's no 
resources to do it this then becomes a much more critical 
problem Sometimes a problem can be resolved if you throw 
enough money at it not that that's the way it should be 
solved but they then don't throw the money at it either So 
then the administrator ends up setting priorities in terms of 
the myriad of laws and charges that are given to him He 
can't accomplish them all so he has to decide And that's 
really in my view inappropriate That's what the 
legislature's all about When they pass laws and when they 
appropriate money they should be setting the priorities 
But they don't seem to work in a world that relates to that 
reality at all 

When a piece of legislation is being considered if it 
affects the Franchise Tax Board would you sit down with the 
staff people m the legislative committee as to what the 
workability factors would be? 

Well that was one of the ways that we managed to get around 
the problem. We work very closely with not only the Revenue 
and Taxation Committee staffs but one of our real quiet 
hidden accomplishments was establishing a relationship with 
the legislative counsel's staff because they are the ones who 
technically draft the bill It's their bill and they put the 
last imprimatur on it it comes out of their hands with their 
jacket on it and they have a pride of ownership—authorship— 
and so you have to deal with that ego factor very carefully 
They also are charged with drafting legislation m all 
subject matter areas and you cannot be expert m all areas 
You cannot have a staff large enough to do that you have 
turnover this type of thing So we spent a lot of time 
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educating legislative counsel staff and doing their work for 
them but no one ever knew it. 

I see Did you have lawyers on staff your staff who could 
assist? 

More on Withholding 

Oh yes Our greatest single accomplishment was m 
connection with withholding The final year of the battle 
that had gone on year after year there were—I don't recall 
how many different bills there were—but it was sort of the 
time had come and everybody was on the bandwagon and 
everybody had a bill Every bill was identical 
Really? Word for word? 

Word for word. And that was our doing. We had worked long 
and hard m terms of trying to make it workable One of the 
things I had to sell our staff because they sort of had a 
view that if something wasn't workable or feasible or 
realistic they would tend to—now I'm talking about legal 
staff—basically sort of walk away from it. I said we 

can't function like that we have to function on the basis no 
matter—the term "turkey" is the one word m the legislative 
arena that sums up the bill that has nothing going for it 
Sometimes the word isn't used you just draw the picture and 
that says it all It's really a term of great contempt and 
derision and put-down that's just beneath serious 
consideration My view was that every turkey had to be looked 
at because you never know when one of these gets enacted into 
law So it was our responsibility to do everything we could 
to see that it was possible to administer them 

Legal Staff 


Was there any continuity xn the legislative counsel staff? 

Was there somebody there throughout that you did find 
sympathetic to 

Well I think there was basic continuity I didn't deal with 
them directly Occasionally I would deal with the counsel 
himself but very infrequently But our staff our legal 
staff we had several assigned and they would work carefully 
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Whenever there was turnover then we would have problems And 
there is turnover over the years 

How about the [Assembly] Rev and Tax staff was that [David] 
Dave Doerr m those days? 

Well of course Dave Doerr provided tremendous continuity on 
the assembly side and he was there just before I arrived and 
survived until last year So that was an important part of 
the continuity The difference there—leg counsel was 
professional staff and by and large except for the counsel 
himself pretty much insulated from the political pressures 
and process So they were a little freer 

People like Doerr of course had to deal with his 
chairman and the speaker We had powerful speakers Dave 
Doerr reported to the speaker he didn't really report to the 
chairman. He worked for the speaker and a lot of times 
worked at odds with the Rev and Tax chairman because the 
speaker had different goals and objectives. This is one 
reason he survived as long as he did. Because he you know 
worked with [Speaker Robert] Monagan as a Republican as well 
as Unruh. I don't know intimately all the process or the 
relationships but I could see what happened and I could only 
conclude based on secondhand information and how it impacted 
us as to what was going on. The senate side has always been 
much weaker m terms of staff support You know right now 
they have very strong staff support because they've got 
[consultant] Martin Helmke over there but for years they were 

On the Senate Rev and Tax Committee 7 

Right But for years they were the poor cousin and assembly 
was the strong leader In fact Senate Rev and Tax was not 
very highly regarded for a long time ihey would turn out 
very controversial bills with diametrically conflicting 
objectives and put all the bills out 

In the same session? The same committee would turn out bills 
going m opposite directions? 

Right Yes 
I see 

You'd never find that happening on the assembly side 

Oh the senate was the one that would put out the conflicting 

bills OK 
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Not the assembly I shouldn't say never because the assembly 
has done it but that was the I would say the biggest 
distinction between the two 

Arrival at FTB Setting Priorities More on IRS 

I'd like to go back to the beginning because you asked a 
question that I don't think I ever answered about my arrival 
and what my program was I think if I learned anything at 
City of Oakland it was not to arrive hot-to-trot with a 
program that the first order of priority was to learn the 
operation number one find out what the organization itself 
felt its mission was and how to deliver it achieve 
sufficient knowledge and mastery of the operation that I felt 
comfortable with it number one And two earn the respect 
of the people that I was supposedly going to lead. That's a 
difficult thing the outsider problem that we talked about 
[Police Chief Charles] Charley Gain coming into San Francisco 
Police Department is a good example So you have to go 
through that process before you start trying to set forth 
some of your own goals and objectives m a visible way 

I always kind of operated on a what I call the back 
burner basis In my head I always had a couple of pots 
stewing on the back burner that I never talked to anybody 
about and would sort of throw things m there and wait for 
the right time to shove it forward and move with it. Some 
things I was successful with and some just not at all One 
that comes to mind was the so-called [FTB state income tax] 
Schedule F fiasco Fiasco because I ended up having to back 
down. I was right but had to back down. 

Oh dear Well you can have a moral superiority on that 
[Laughter] Well it was a very simple thing but it was so 
fundamental that it aroused everyone I've never seen 
anything touch a 
Everyone the public? 

Everyone the public the legislature my board and this was 
simply to support Schedule C. I called it Schedule F it 
wasn't called schedule because it was a subset of Schedule C 
but F was the designation anyway I very carefully avoided— 
Schedule C is the sole proprietorship schedule for the 
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personal income tax—I very carefully avoided using any 
terminology that would describe it as a balance sheet but 
what I was looking for was the net worth and just list—and I 
didn't use the term net worth—just list assets and list 
liabilities in summary form* Very short schedule Of 
course as a CPA without that information you really don't 
have the total picture to be able to deal with anybody's 
income because the last resort if someone doesn't file 
returns the most difficult most costly but most effective 
way to determine a person's income is called the "net worth 
method*" You merely determine their net worth annually and 
you can derive their income* This was the one thing no one 
wanted But it was interesting that even staff resisted 
this And to this day I've never understood why staff 
resisted it 

Well you know the legislative analyst referred m a couple 
of reports about the Franchise Tax Board to the relative 
priority of increasing revenue by whatever sources. 1 How did 
you see the equity question of making sure that everybody who 
should pay taxes is paying taxes? 

Well both were involved Equity and increased revenues 
And that's what no one wanted The reason I had to back down 
was that form design historically has been a departmental 
matter It is not set forth m the law The threat was that 
if I didn't back off on this we would lose total control of 
form design That loss was greater than the gain that would 
have 

Had there been a Schedule F before this? 

Never not for sole proprietors You have it for 
corporations and in any business enterprise you should have 
it It's just fundamental you know But I really had to 
back away on that one Cranston was all up in arms 
everybody was churned up on it I've never seen anything 
create such a swelling of opposition. Which told me of 
course that I was right 


1 Analysis of the Budget Bill of the State of California 
Year 1965-66 Legislative Analyst p 500 
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MORRIS If people are complaining you must have found a fire 
somewhere? I see 

Honolulu and Superior Oil Cases Expand Unitary Concept 

HUFF The other thing, of course that happened as I walked m the 

door almost I took my oath on the thirty-first of 

August 1963 I believe in November the supreme court came 
down with the Honolulu and Superior oil cases 1 State 
supreme court. And that turned our world upside down. Here 
I barely knew where the restrooms were and I had to deal with 
a m aj or pol icy 

What happened was that the department was reversed on 
its concept of the fact that flow of goods was an essential 
ingredient to establishing unity I don't know we haven't 
talked about "the unitary method” and "combination " but m 
this case we had two oil companies that were based as I 
recall m California and were drilling dry holes m Texas 
In their case it was just pure dollars at stake it wasn't 
tax policy or philosophy it was just the bottom line. It 
was to their advantage to be able to write those losses off 
against the whole. We had held that because there was no 
flow of goods no oil going back and forth there was no 
unity between these operations 

We're dealing with m the unitary concept corporations 
and subsidiary corporations The concept is one of substance 
over form Of course the whole concept of subsidiaries is a 
way to manipulate economically taxwise and every other way 
We had long since said we were going to ignore all that 
we're going to look to the substance of the relationship and 
we worked out a concept and a formula that had withstood 
court challenges 

Actually it was a method that was worked out through the 
court system more than through legislation interestingly 
enough Because when it later became a much more 
controversial and public battle and everybody started 


1 Honolulu Oil Company v Franchise Tax Board (60 Cal 2d 
417) and Superior Oil Company v Franchise Tax Board (60 Cal 2d 406) 
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looking around they started looking at the law books and 
that didn't give them the answer It was all m the court 
cases That kind of threw everybody they weren't used to 
that. But it had sort of been built up case by case over a 
period of years and Honolulu and Superior were critical 
cases m effect expanding the concept because the flow of 
goods had really confined the concept This threw our staff 
we brought together—we had a major conference of all the 
best minds m our department both legal and administrative 
and I even brought m some outside counsel 
From? 

Private sector 

With experience with oil companies? 

No it didn't have anything to do with the oil companies It 
had to do with the concept. But I brought m Frank Keesling 
who was the father of the concept and had been on the 
Franchise Tax Board staff who was very upset about how his 
concept was being distorted and it was—he had a lot of 
trouble with it I brought m John Warren who worked with 
Keeslmg m the private sector and who had been with the 
state also. I don't recall whether he'd been with the 
Department of Justice [attorney general] or with us but we 
brought him m because he had been on the staff that 
developed the Uniform Act They promulgate these draft 
uniform acts and then encourage the individual states to 
adopt them 

The Uniform Act (called UDITPA from the initials) had 
been promulgated by the commission m the fifties As I 
indicated earlier our staff had looked at it and had put it 
on the back shelf The approach was mercantile-focused and 
didn't deal with a lot of the other problems Which raises a 
practical problem when we talk about administrative 
workability which kind of started all this that the economy 
is so complex that if you could take a photo of it today an 
accurate photo and freeze it and get that picture it'd be no 
good tomorrow because it would have already changed. When 
you try to enact tax legislation that deals with how the 
economy works you're at best working 
In the past 


MORRIS 
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You're working m the past and you're working in an imperfect 
forum because you don't know what's out there. You don't 
even know what's out there m the past the data is so 
imperfect plus the interactions that are involved. Normally 
what happens is that you enact the bill and it goes into law 
and becomes effective and it's sort of like a time bomb The 
private sector tax attorneys that are out there start 
scratching around and looking at it m terms of how it 
applies to their corporation but this goes for individuals 
too. Then they come m with these horrible examples and 
they can be just absolutely horrendous in terms of what that 
provision does to their particular situation. 

Typically what the legislature does is it will listen 
very sympathetically to that problem and try to focus on and 
deal with it m isolation. The two tax committees with rare 
exception—and I'll comment a little on that—have not 
developed a tax philosophy and policy a fabric against which 
to measure each bill as it comes along. That fabric has to 
deal with as I call it the general public interest as 
distinguished from specific interest Many times you're 
going to have to m terms of the greatest equity do 
something that's inequitable in specific situations or 
individuals m the name of overall equity My philosophy is 
that's the way it ought to be In practice it works just the 
other way The individual bills go through they try to deal 
with a specific problem And what they find out is number 
one they haven't solved the problem 
In that specific instance? 

Right they didn't solve it because they didn't All 

they knew was what the particular complamer was bringing in. 
There were a lot of others out there that were being affected 
by it also and they didn't get the full perspective It 
isn't even possible to get it 

Well I thought that was the function of the broader lobbying 
groups you know like the business associations 
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California Formula for Corporate Unitary Tax Public Law 
86-272 

Well they try but it f s just impossible When we talk about 
taxing corporations we're talking about all the major 
multinational corporations m the world 
That do business in California? 

Most of them have a connection with California. That’s 
right Even at the federal level it's not possible to 
I mean the scope is so broad the activity is so broad even 
the corporations themselves don’t know what’s going on within 
their own operations they're so broad and complex. 

These multinationals are bigger than most governments m 
the world They run the Internal Revenue Service around by 
the tail They literally do They call the shots If IRS 
had followed our lead California wouldn't have had a problem 
and the federal government would be in better control 
taxwise That was what bothered the corporations about our 
approach. There's no wiggle room. Our concept nailed them 
to the wall No place for creative accounting for cost 
accounting 

The Internal Revenue Service has a theoretical approach 
although they find they can't make it work in many cases 
It's what they call the arm's length approach in terms of the 
intercorporate relationship the parents to subsidiaries and 
one subsidiary to another In the case of say a factory 
product they try to establish the value of a product at the 
time it moves from one corporate entity to another This 
involves cost accounting and all kinds of assumptions and 
it's only as accurate as the assumptions that go into it. 

One of the ground rules of cost accounting is they use a 
lot of arbitrary assumptions You know you'll decide to 
allocate cost based on square footage or based on labor cost 
direct cost there's any one of a number of methods They 
are approximations They can be roughly accurate but they're 
also subject to lots of manipulation based on shifting those 
assumptions a little bit Depending on what your direction 
is and where you have shifted it can make a lot of 
difference 
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Take the manufacturer of a car Ore may come out of 
South America the energy the oil or coal or whatever's 
going into the factory process—m the old days it came out 
of Pennsylvania or out of the industrial East A lot of the 
products would come from all over the world and either be 
purchased or through subsidiaries In some cases like Ford 
[Motor Company] they had the whole chain of acquisition 
through a series of corporations and subsidiaries 

The Internal Revenue approach was that every time you 
move from one of these artificial entities to another—this 
is the simple theory—that you had to establish that value 
and what the profit was and then that was your tax measure. 
That was just number one phony and artificial number two 
m many cases not possible because a product doesn't have a 
market value if it's m a non-marketable stage 
It's still m components and isn't yet a car? 

Right and they're components that aren't sold m the market 
Some parts are and you can do that. We ignore all that. We 
throw it all m one pot throw it together we don't get 
involved in the morass it is a very simple approach We 
said "We only have one border that we deal with. That's the 
California border It’s either m or out " 

We use a simple formula which involves three factors 
Again this is a crude method but upheld all the way up 
through the U S Supreme Court The three factors are 
payroll property and sales of which sales is the weakest 
of them We say we'll take all property worldwide as a 
denominator and the property m California as the numerator 
all payroll worldwide as the denominator payroll m 
California as the numerator and all sales worldwide and all 
sales m California as the numerator That gives you three 
fractions We divide the sum of those three fractions by 
three and that was our percentage of the action. We apply 
that to the bottom line of the whole combined operation, all 
the corporate subsidiaries And of course one of the 
tricks and difficulties was deciding corporations and 
subsidiary by subsidiary are they part of the unitary 
operation 9 And that became 


[End Tape 3 Side A] 
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The Honolulu and Superior cases threw everything into a 
cocked hat because of our feeling that there always had to 
be a flow of goods That was what we call a controlling 
factor When you took that one out you had what is best 
described as the "bundle of sticks" approach in that there 
was a whole long list of factors it could be management 
debt administration borrrowmg personnel training it went 
on and on and on. No single factor was controlling its 
presence didn’t determine unity or non-unity 

In every case the mix was always different and you had 
to bring all these little sticks together and make a 
judgment is there enough of them is it substantial enough 
that unity is present? If you said yes that corporation was 
m if you said no it was out There's where the battles 
were 

There were a lot of questions raised especially with 
Japan about the accounting problems and that was 
essentially a spurious question because our approach was much 
simpler and easier from an accounting point of view What 
they did not like and what we ran into many times 
With Japanese corporations? 

Japanese and other foreign corporations Because we ran 
into soon the situation of foreign principals where the 
principal was based not in the United States but m some 
other country and then they had one or more subsidiaries 
here They didn't so much mind telling us what was going on 
they didn't want their own subsidiaries to know Of course 
the Japanese engage m a lot of product dumping A lot of 
games are played and their government works closely with them 
and m effect it feeds the 

So when this case was decided against the Franchise Tax 
Board did you have to come up with a different way of 
dealing with these 

Not a different way it just expanded the concept It 
suddenly dramatically expanded it The concept had 
progressed slowly over the years and that was probably the 
single most critical change Now back in the fifties there 
had been another Supreme Court case U S Supreme Court 
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case that dealt with the "nexus" problem. Of course we 
always had to relate to sales tax too and this involves 
several cases 

MORRIS That was before your time 

HUFF Before my time That's when Public Law let's see if I can 

remember the number 86-272 It was enacted very 

rapidly In California we thought it was a non-problem but 
the corporations were up in arms that it in effect set a 
limit on sales It affected sales tax people more than 
anything else m terms of nexus or connection. [Unless the 
corporation had a presence m the state (office sales 
people etc ) it was mandated by federal statutes that there 
was no nexus no matter how high were the volume of sales ] 

MORRIS It sounds like in actuality the Franchise Tax Board people 
would have to deal with clients on a case by case basis 

HUFF Yes 

MORRIS The way the legislature does case by case 

HUFF That's right And some of these cases string out for years 

Of course we deal with the Internal Revenue Service and we 
get copies of their returns In the case of one oil company 
who shall remain nameless we asked—we were having real 
problems with their being non-cooperative—so we asked the 
Internal Revenue Service for several years' copies of their 
returns and didn't bother to check ahead to find out the 
magnitude of the problem And a truck drove up [Chuckle] 
Photocopies A whole truckload of paper Because you get 
into depreciation schedules and very heavy complex stuff 


House Judiciary Committee Tax Study 


MORRIS In the paper on your stewardship you mentioned that the 
Franchise Tax Board has a good reputation for integrity 
Does this mean that m some other states there are questions 
of some of the companies 
HUFF Practically all states 
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having undue influence on the decision on their tax 
position? 

Yes Where we saw it was—I'll get a little ahead of the 
story Remind me to come back to that let me back up to 
this public law One of the provisions of the public law 
that congress enacted since they enacted the law so rapidly 
they provided for a study And that study had gone on for 
quite a few years and came to fruition about a year or so 
after I'd been m office '64 or '65 And this was the 
[Congressman Edward E ] Willis subcommittee of the House 
Judiciary Committee and Judiciary had historically handled 
this area as 
Handles taxes? 

strangely as it may seem 

Yes 

I'll later get into the story of all that but they came up 
with a bill that was to solve all the problems but m effect 
would put the federal government into telling the states how 
to tax corporations Very fundamental As chairman Willis 
once said as he was handling the bill on the floor "This is 
the first time m the history of the congress that we've ever 
studied a problem before we drafted the legislation." 
[Laughter] 

Is that fact or was he being facetious? 

He was pretty close to being correct 
Oh dear 

Wasn't actually accurate but I mean They studied it 
for oh five years or so and put out a great report and all 
I went back with my chief counsel (who was then Crawford 
Thomas) and with [James] Jim Hamilton who was assistant chief 
counsel and I testified. I wore two hats I wore Governor 
Pat Brown's hat and testified on his behalf and then I 
testified on my own behalf. Willis had marshalled all kinds 
of supporters for this and brought them in. On the first 
day it was the unveiling of this great solution to all the 
problems He made his own introductory speech and lauded it 
very highly and all the other supporters came in. On day 
two I was the leadoff opposing witness 
Opposing the legislation? 
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staffer who had worked all those years developing it and and 
issued the report and then had been hired by New York City 
They brought him down specifically to quiz me. This was a 
different experience for me m a congressional hearing 
because m California only legislators ask questions The 
staffers provide them with the questions but they have to 
actually ask them In congress they allow the staff as 
we've seen with the Iran/Contra hearings to actually ask the 
questions 

So they brought this guy down who's a pencil thumper 
very nervous fellow and ran me through the ropes and it was 
pretty rough On day three and somewhere I have—I don’t 
know whether I still have it but it exists anyway some 
record of all this—Willis was talking to another opponent 
and appearing before the committee and he made two statements 
that were just unforgettable 

One was by day three instead of being the bill that 
was the answer to all questions it was this "little ol' 
bill " Now Willis was from Louisiana you have to understand 
that he was also that school of congressional politeness 
that is very dangerous They exude politeness the strongest 
just before they drive the sword into your heart He was a 
very courtly Southern gentleman. Then his other statement 
"Well I was going to bring it right into my backyard 
because we questioned the California man on this yesterday 
and I must say facetiously because I complimented him so 
much that I couldn't use any more words I wouldn't have 
tried to cross-examine him because to try to do so would have 
been like trying to lasso an oyster "1 [Laughter] What 
He meant was I wasn't saying what he wanted me to say 
MORRIS Had Pat Brown recognized the problems with this bill or had 
you m the Department of Finance talked to him about 
HUFF Yes we really put it all together and with Finance's 

cooperation 


1 From testimony before the House Committee on the Judiciary 
Special Committee on State Taxation of Interstate Commerce Friday 
January 28 1966 
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Is this Hale Champion or is this before him? 

This was under Hale- So then we put together his statement 
and put it through the chain of command and got it okayed 
Does the California delegation get involved m something like 
that? 

I was presented by California. They introduce you that's 
the custom back there In fact who introduces you or 
doesn't introduce you is very critical I mean if the 
senior member of your state's delegation does not that's 
considered a slap If it's an important matter Congressman 
George Miller was one He had been my congressman in Alameda 
County and I think there was one other one but of course 
Miller was m addition to being the dean he was also the 
chairman of the Space Committee He was one of the senior 
ones so that was the key 

Comparing Congress and the California Legislature 

Was this when [Alameda County Congressman Jeffrey] Jeff 
C oh elan was still there? 

He was back there yes That's what I recall. I say that 
rapidly but I think that's correct but I lose that time 
frame I could tell you some good Jeff Cohelan stories too 
His description of his experiences back there as a freshman 
when he first went back. 

Really They were not kind to him? 

Well these were experiences in how he learned how the system 
worked. Like when he served on the Armed Services Committee 
and I think [Congressman Richard] Russell of Georgia was 
chairman and everybody wanted to be on Armed Services and it 
was considered quite a privilege The way Cohelan would 
describe it there was this giant horseshoe table and here he 
was at the far end And you'd come m and this stack of 
paper would be at your place. The chairman ran the show and 
no one ever gainsaid the chairman. 

One of the things Cohelan noticed was that the various 
representatives from the different services would come m an 
admiral or a captain or sometimes even a commander Always 
the chairman would introduce him and make it very clear that 
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he had sponsored him into Annapolis or there was some other 
connection 

One time they were involved with some air bases There 
had been a policy established in terms of the establishment 
of these bases and here was an exeption that wasn’t 
consistent with the policy Cohelan raised his hand and 
tried to call to the attention of the chair that this didn't 
fit with the policy The way Cohelan described it there was 
this silence and the chair looked down over his glasses and 
gazed down all the way down to the far end where Cohelan was 
and said "Mister Co-hay-lan you have to understand that I 
haven't drawn a consistent breath m my entire life." 

Oh my goodness 

Then he goes on and tells some other stories But a 
practical problem arose m the Bay Area m regard to some 
pollution and cleaning up refuse m the Bay and around 
Alameda and the like They managed to get a provision m 
appropriating some money to do something about it the staff 
put it m and Lohelan didn't even know whether the chairman 
knew about it or not It was a little item buried m there. 
And at one meeting when there was a critical vote on a 
section of the budget there was a little pause and the 
chairman looked down his glasses and said "Mister Co-hay- 
lan, I think we’ve done got you reelected ” [Laughter] 

More so than the way freshmen assemblymen and senators m 
California are treated m the legislature? 

Oh yes because back there until you have a committee— 
especially m the old days—a committee or a subcommittee 
chairmanship you were nobody Nobody said hello to you or 
anything. Who was the assemblyman that went back? 
[Congressman Thomas] Tom Rees Went back to Washington. I 
visited him there m his lowly little corner of the Longworth 
Senate Office Building where everything goes by pecking 
order He had a little closet that they deigned to give him 
We were going to lunch and he looked at his watch and said 
"Oh we've got to get over to the capitol " So we go over 
there and he plopped me down outside the elevator where a lot 
of congressmen were coming off the elevator and he said "I’m 
just going m for quorum call " It was high noon 
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He said "I want you to stand here and I want you to 
watch the expression on the faces of these congressmen as 
they come off the elevator and I want you to watch anytime 
somebody tries to stop them and ask them a question or 
anything Because they’ll all have this sort of purposeful 
look and don’t want to be stopped or bothered or anything" 

He says "And as you’re watching this you must remember that 
all they're doing is going in to answer the quorum call and 
that will be the most important thing they do all day " 

I see 

Yes it's a different ball game It's I think very difficult 
for a legislator from California who even as a freshman is 
considered to be pretty important It can make a difference 
to go back there 

Has that always been the case or is that an Unruh type of 
legacy? 

I think it was worse in the old days It's not quite as bad 
now because the chairmen don't have the same dictatorial 
power they used to have 
In California? 

No m Washington The break of that tradition 
Now I was wondering if the relatively good position of 
freshmen legislators m California has to do with the reform 
efforts of people like Unruh who 

Yes because he gave them staff and offered district offices 
and that had an awful lot to do with it It came slowly and 
you could see the contrast between the general philosophy of 
the assembly side Not only Unruh but the 

administrative staff in terms of how they dispensed the perks 
[perquisites] to the assemblymen versus the fairly 
parsimonious approach on the senate side for many many 
years until gradually all these assemblymen moved over to 
the senate side 

And they were used to all these good things? 

Yes and that 

You know I wondered if that 

It had profound affect on the Under the old system 

an awful lot of the old-time senators had come directly to 
the senate Their base was different and they had not moved 
up from the lower house 
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Was that a deliberate plan? You know sometime m the mid- 
sixties After reapportionment ten or twelve assemblymen 
all were elected to the senate the same year I have 
wondered whether that had to do with the fact that there were 
just a lot of vacancies or if there was a plan by the 
assemblymen to 
It was an opportunity thing 

move over and do something about improving the way they 
saw the senate 
No plan No plan at all 
No plan? 

No 

Just pure opportunity 

One-on-one opportunity situation* But a lot of opportunities 
arose because of reapportionment the whole. Well the 

one man one vote decision made it a totally different ball 
game You went from Senator [Richard] Richards representing 
all of Los Angeles County It just changed the game 
dramatically The logical reservoir to draw from was the 
assembly side 

Interesting, You were m the middle of a story about the 
impact of this public law Is there more of that that you 
want to 

Well that becomes a sort of an ongoing story during the 
whole time. It's a never ending one so it will keep cropping 
up But I diverted myself I was going to go back to 
something and I forgot what I was going to go back to What 
did I divert myself from? I was kind of laying the 
foundation for 

Well we were on the unitary matters m the IRS and the 
Honolulu and Superior Oil cases 

Yes but we were focused here and then we suddenly went back 
to Washington 


IV ADMINISTRATIVE CONCERNS 

State Personnel Board Policies 
MORRIS I had asked you about the matter of integrity 
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Oh I guess that was it 

I have a question. Maybe it was what you were going to talk 
about You mentioned that one example of the high regard for 
the Franchise Tax Board's integrity was that the control 
agencies allowed the FIB more autonomy than other agencies 
and I wondered what that was about 

I don't think I framed it quite that way I may have framed 
it m terms of how the Franchise Tax Board related to the IRS 
more closely than it did to any other department m state 
government 

[Reading] "We have been delegated authority by the control 
agencies considerably greater than that allowed many other 
departments "1 

OK that probably focuses on the Personnel Board as one 
where we had developed And this was a matter of 

integrity also It had to do with how well and how 
faithfully you carried out the policies and mandates of the 
Personnel Board. And their judgment as to the 
professionalism of your staff m terms of personnel 
administration and the faithfulness with which you carried it 
out. What we developed was that we did it better than the 
Personnel Board staff Well we bent over backwards and 
that was part of my kind of philosophy and policy 

If we were given delegated authority—and that was a 
conscious policy that the Personnel Board had that was their 
goal to try to delegate as much as they could because they 
had limited resources They worked on a periodic audit 
basis where they d come through and make an audit a desk 
audit of all your positions to see that they were classified 
properly That was the key delegation m terms of making 
that judgment as to classification as to whether it met the 
specs [specifications] and the standards If you're given 
delegated authority the temptation is to use and manipulate 
that to your advantage and many departments did that. It is 
a practice that borders on scandal m terms of creating 
positions that weren't authorized and all kinds of games 


1 "Stewardship Report September 1 1963-December 3 0 1979 

Huff p 4 
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But my charge to our personnel people was that we are 
going to do this within the letter and the spirit of it. 

That developed so that we really ran our own show to a very 
large degree because everytime they came m and audited they 
found that we had m fact followed it. We weren't playing any 
games and this type of thing So that was one example that 
comes to mind. 

Let's see you've got General Services Finance and 
Personnel Those are the three key control agencies Trying 
to think of specific examples as far as Finance I think it 
was much less so I would say they trusted us but we still 
had lots of arguments and differences of opinion basically 
because of a different perspective and different goals I 
may be wrong there may be some specifics that I can't think 
of where we were given delegated authority 
During the Reagan administration there was a move to have 
departments develop their own budgets rather than have the 
Department of Finance draft a budget and then tell you what 
you could or couldn't have Now is that something that rings 
a bell with you? 

Well that changed so many times Basically the departments 
developed their own budgets always Oh I need to back up on 
personnel When I came aboard the department's first 
personnel officer arrived at the same time so that the 
history of our department was that the Personnel Board staff 
did all our personnel work. 

Prior to your coming aboard? 

Yes Because we didn't have the expertise. Actually they 
let us get away with an awful lot of things that they 
shouldn't have as a result They were considerably more lax 
and tolerant because we didn't have the expertise 
Did you request a personnel officer or was this 
No that was coincidence Both Campbell and I jointly 
interviewed the candidates We only had three choices and 
none of them were good The one selected was a disaster It 
was a while before we developed a high degree of expertise 
I had to go through several personnel officers before we got 
the right one 


[End Tape 3 Side B] 
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Tape 4 Side A] 

"Showing the Flag M Travels to District Offices 

I used to practice what I call "showing the flag " some 
people call it MBWA—management by wandering around It's 
very difficult to do to bring yourself to do it to kick 
yourself out of the office in terms of all the pressing 
problems and the paper that's flowing and the external 
relationships and things that need to be dealt with because 
it's a noncntical kind of activity in fact it's one where 
you appear not to be doing anything that you're really kind 
of goofing off But I found it was critical and I would go 
to the district offices travel for the same reason. Number 
one I gave every employee an opportunity to meet the top guy 
so that they could say they had met him and talked to him and 
whatever and tried to do it m as informal nonthreatening 
manner as possible 

One of my techniques was to encourage my other people 
and to emphasize that encouragement by doing it myself 
on two fronts At the beginning of every tax season I had a 
general policy mandate that every administrator manager and 
supervisor out in the district offices must get up on the 
counter and wait on the public at the very beginning of the 
season. Every tax season is different and the only way 
you'll ever get a feel for it is standing at the counter and 
answering questions 

Dealing with the public is it randomly 

Directly one-on-one dealing randomly with the public 

Oh boy 

It's very difficult to do because you can be asked any 
question You can feel very ignorant because you can't 
answer the question so you're exposing yourself But it's 
very dramatic in terms of how it sort of brings you up to 
speed in terms of the law and administrative practices You 
get that feel of where the public's coming from that 
particular year 

My best example of that was—we had early on, after much 
talking and persuasion an Asian female CPA in our Chicago 
office an Illinois person hired locally (all our staffs m 
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New York and Chicago were local people except for a few 
supervisors) and I finally persuaded her to come to 
California. She eventually became a district office manager 
Well she was a short petite little woman who was very 
sharp but was not very aggressive or assertive m terms of 
her personality Stubborn as could be in terms of what she 
felt ought to be but she wasn't forthcoming. And she was 
doing this at the beginning of the tax season she was on 
the counter and this big gruff character comes in and starts 
flailing his arms and hollering and he had some bee in his 
bonnet 
In Chicago 9 

No I brought her to California. She'd been out here she'd 
been in Sacramento and she was now out as a district 
manager a very critical position in our hierarchy In the 
beginning of tax season she was on the counter just as a 
counter clerk. This guy was just giving her holy hell She 
was trying to be calm and answer his questions he just 
wasn't going to take this from some little old pipsqueak 
clerk so he demanded to see the manager the boss She just 
quietly and calmly walked down the counter and clicked up the 
little lock that keeps people out and escorted him around 
into the district manager's office seated him walked around 
and sat down behind the desk and said "OK you want to 
repeat your problem?" 

Oh that's wonderful 

The other phase of this also during filing season was our 
processing pipeline which is like a great factory You'll 
have to go out and see it when it 

[FTB Public Affairs staff person] Anne Barkley took me 
through in the quiet season. 

Oh but you've got to go through in another month or two 
when it's really at its peak. It's just building up right 
now it's not into full 
Oh yes Who's got their W-2s yet? 

Right But part of that policy again was to encourage all 
the brass from the top on down myself included to go out 
and take jobs on the line Do the little nitty-gritty jobs 
that make it go and there we're getting down into jobs like 
pinning unpinning and hand numbering Taking a return and 
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comparing the numerical amount on the check with the written 
amount on the check with the bottom line liability on the 
return. That's what I call an eyeball check. There's just a 
whole series of these where the process is broken into very 
minute parts you can train somebody in a matter of a very 
short time Then we have very strict quality standards and 
quality testing 

So I would go out and encourage my people They were 
all reluctant to do it but when I did it it sort of forced 
their hand. And the supervisors loved it! You know I'd go 
out like on the eyeball check I wasn't good at it at all 
Here are the supervisors who are checking the quality of my 
work and I didn't have it Other processes I could do very 
well 

Now how did this relate to bringing people who were deaf 
into the department? 

I'm leading up to that. This all has to do with 
generally making yourself available to people. You pick up 
all kinds of problems identify problems that are just 
dropped 

Many that you weren't already aware of? 

Oh sure You get down m the bowels of an organization. 

For a problem to move its way up through all the levels is 
very difficult. Anyone can be an impermeable layer just 
nothing penetrates And some you just see. You actually see 
what's going on and get an idea of the problem. Part of my 
philosophy is that people Number one no one works at 

their full capacity We all work at a fairly low ratio 
compared to what we are capable of doing Even 
All the time? 

All the time Even energetic hard working people do 
That's the nature of the animal Number two is that the 
thing that drives people—this is the one area where I really 
agreed with Jerry Brown I didn't agree with him on a lot of 
things but—is that there's psychic income to what you do 
that can be more important than the money A certain base 
amount of money is critical of course but you reach a point 
where money is no longer the prime incentive. It is an 
incentive but not the only one How you feel about yourself 
and what you're accomplishing the kind of recognition and 
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strokes you get are very powerful motivators So you've got 
this reservoir of potential energy that's just waiting to be 
released It's just sitting there 

We had an older auditor whose production quality and 
quantity were not up to par His supervisors worked with him 
successfully but he finally reached retirement age He came 
up to me with tears in his eyes and said "You know I wish I 
was ten years younger " His last three years had been the 
best years he'd had m fifteen years because he had a 
supervisor who worked with him had taken this guy who had 
died on the vine literally shrivelled up and died and was 
unhappy and miserable and didn't like what he was doing and 
was just putting in 
Wasn't very good at it 

Wasn't good at it and was putting m his time He became a 
blooming plant His last three years were exciting and 
fulfilling It was just sad that age and all the other 
circumstances worked against him. 

Shut it down. 

Hiring the Disabled and the Deaf 

To shut it down. It's possible You know you can 
rehabilitate people if you get the right people. That's what 
I'm leading up to in terms of The secret to it all was 

not what the top person did I didn't do anything for the 
deaf people. What I m effect did was find some people 
within the organization who were interested m doing that 
So interested they went out and learned sign language on 
their own time. 

Did they come to you because they knew some people that were 
deaf that they wanted to bring into the FTB 7 
We tried working with the Department of Rehabilitation to 
bring m people that were handicapped. And this preceded the 
deaf 

And the Department of Rehab was pushing for this weren't 
they? 

My experience and I'm really sad to say this was that to me 
the Department of Rehabilitation just doesn't meet its 
mission and it's been divided over the years They've 
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always had a problem. One of them has always been resources 
Another is in terms of defining the mission do you help a 
lot of people a little? Or do you focus a lot of resources 
in helping some very profoundly handicapped people a lot? If 
you help a lot of people a little your statistics look a lot 
better Of course I'm not m the business and I don't have 
the inside perspective but my gut says that there's got to 
be a balance between the two Yet there was always this 
battle going on between the two extremes rather than trying 
to achieve an appropriate balance 
That's the balance that comes in from the citizen 
or gamz ations? 

Well no this is a battle within the bureaucracy m terms of 
its appropriation and how it uses its funds And where it 
was not given any as far as I could tell any real policy 
direction or charge so it was really a function of how that 
institution was led and how the bureaucrats within it saw 
their mission. Different animals came from different places 
Animal s—pe opl e 
Personalities 

Personalities yes But we never found that—I'm sure they 
were there—but as a department as one bureaucracy to 
another we never found the right people that had the vision 
and the imagination to see what we were trying to do and to 
really work with us It was pretty much foot-dragging 
because what we wanted called for the use of their energy 
that they apparently weren't interested in utilizing. Their 
focus was somewhere else. We also had the problem of dealing 
with the Personnel Board and all the rules of the game in 
terms of civil service and exams and the whole process 
Hiring the handicapped was not yet state policy? 

Oh heavens no Everything was according to the regular 
rules. It really hasn't changed that much One area where 
we have some latitude at Franchise Tax is that we hire so 
many people off the street it is such a massive user of 
unskilled labor 
For part-time? 

For part-time and so they're not under the regular rules 
they're temporary help One of the policy matters of course 
is that FTB has become a major hirer of minorities the 
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disadvantaged and unemployed it works closely with the 
Department of Employment to give those people an opportunity 
It's within that umbrella that FIB has had enough flexibility 
that it could start some of these programs 

Long before the deaf FTB was working with (and with 
Rehab) with some disadvantaged I don't remember how it came 
about but this involved a former legislator who was a 
lobbyist and who I had not known particularly But I guess I 
met him under some circumstances and he had a daughter who 
was by then an adult with a mental age of a child Mentally 
retarded She lived with her folks Somehow or other just 
based on some of the things we were trying to do and I guess 
it was m some social setting because I don't remember the 
specifics but I agreed to try to do something m that case 
So we hired her as temporary help and I—again it was a case 
of finding the right supervisor for the individual One of 
the things we did was there were only about three people m 
the department that even knew that this individual was not a 
normal person. And because we have these simple jobs you 
know the environment lends itself to that. Fairly early on 
the supervisors that were working with this individual 
satisfied themselves—this is the language that they put it 
m—that she was as capable as the slower of quote 'normal 
people' m terms of doing the work. That didn't mean she 
could pass a civil service test though. She worked with us 
long enough and one of my problems—I had no problem with 
her—my main problem was with the parents Telling them to 
buzz off Because they were overprotective and this had 
been a pattern the whole time. I said "She's earning her 
way " and eventually the time came for her to move out of 
their house 
Move out onto her own? 

Onto her own 
That's great success 

Well but that's the up side on it. The down side was that 
the family broke up They became divorced 
They put so much energy into supporting her 

Well there was the glue that I guess held it together He 
later remarried and he actually married a staffer who was one 
of the key people over m the assembly But the story gets 
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even better The girl became motivated to pass the exam 
The father felt very strongly that she shouldn't try because 
failure would reinforce past bad experiences So my battle 
with him was that she wanted to try so let her try Well 
she failed quite a few times 
But she kept going back 

She kept going back. She finally passed. She finally 
actually passed. And it was after that that she really 
became independent and everything She even had a boyfriend 
who worked for the department And that ended up m tragedy 
The guy he had fairly limited mental capacity too but they 
were a good pair It was kind of the love story of the ages. 
The guy was fiddling around with his refrigerator at home or 
something and was electrocuted and killed. [Sigh] It was 
just terrible 

What an incredible tale altogether 

I don't know what that girl's doing today I haven't thought 
of her 

Were you able to be that closely involved m other stories as 
other people with disabilities were hired? 

That's as close—I never got as close as that particular one 
mainly because I had to deal with that father And I'd sort 
of started with him 

Was this working out of your personnel office? 

Yes through the personnel office 
That person was charged with 

And a couple of supervisors on the line where she worked two 
levels 

Did the supervisors make a special effort to help the other 
people who came along later who were deaf and had other 
handicaps? 

Well the deaf program was a very visible outlined program 
when it finally got going It started out with just one 
person. Because we were told that it couldn’t be done We 
learned a lot We learned that deaf people are more paranoid 
than other people because they can see—than even blind 
people They can see people talking and think they're 
talking about them There's all kinds of special problems 
We worked with the California School for the Deaf in 
Berkeley We had people come up to help our supervisors 
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understand what some of the special problems were and put a 
tremendous amount of energy into trying to get the 
environment right and to pick the right place in the line 
the right kind of jobs and this type of thing 
They weren't in a unit of their own? 

At one point yes We had them in an identified unit. As I 
recall we had as many as a dozen or sixteen at one point I 
think that program is still going You might want to check 
up and see what the status of it is But again the key 
wasn't me other than setting the environment and the 
permissiveness and the encouragement to do it but you had to 
have some people m the organization that were interested in 
doing it The kind of energy and dedication and their own 
time like going out and learning to sign—tremendous Of 
course even that among the deaf is controversial Whether 
you lip-read or sign you get into all kinds of 
controversies Everybody thinks their way is the only way 


PROCESSING AT THE FRANCHISE TAX BOARD 

Department of Employment's Problems with Computers 

I wanted to ask a little bit more about the coming of data 
processing to the Franchise Tax Board. The thing that 
strikes me is that even though you've developed one of the 
biggest computer operations in this state it didn't cut down 
the need for individual piecework. You still use lots and 
lots of people 

Oh yes Partly because the volume expanded dramatically 
like in that stewardship report the stats from the beginning 
to the end you know from a few hundred thousand refunds to 
eight million refunds Of course those stats are now 
expanded greatly What the sophisticated use of the computer 
enabled us to do was to do things that just couldn't have 
been done and you couldn't have hired enough people to do 
We constantly worked on ways to automate different pieces of 
the process 

Even before my time they had tried various techniques 
to number the returns Nobody has ever found a more 
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accurate faster cheaper surer way to get a number on a 
return than doing it with a hand-numbering machine. It 
sounds like it's a perfect application for some kind of an 
automatic machine you just process them through Well 
first thing returns don't come in uniform thicknesses You 
know a return can be one sheet of paper or it can be inches 
thick. That represents a significant problem 

The best parallel I ever ran into outside of the tax 
area was down at the C and H Sugar [Company] factory by 
Carquinez Bridge I went through their line and I was 
dumbfounded when I saw individuals standing there m the line 
where they're processing one pound boxes of sugar They’re 
standing there with a scale and sugar and a tablespoon 
And open boxes? 

An open box coming through the line and their job was to make 
sure that box had the exact right amount. Sixteen ounces or 
whatever it is And I asked "You mean there's no way to 
automate that so that you don't have to have all these live 
bodies do it?" They said they've tried every mechanism 
conceived by man and nothing was superior to the trained 
individual who picked up that box off the line and before 
they'd put it on the scale they either took some sugar out 
or put some in. And then put it on the scale and it was the 
right amount 

But the base amount goes m mechanically? 

Oh yes it's filled but getting it to the right amount 
there was no more effective economical way than the human 
being that could pick that up by feel knew whether it had to 
be adjusted or not 

I have the same kind of a question. Is it the legislature 
that is pushing to get more revenue m or is it the 
professionals m the Franchise Tax Board that see the 
potential for expanded mechanical support? 

Legislature's never been any help at all 
Really 

No it's all foot-dragging. No you bad to fight your way 
every step The Legislative Analyst is not a help either 
You're dealing with doubting—Finance is not a help either— 
it's doubting Thomases every step of the way I had one 
exception to that under the Reagan administration which 
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jumps ahead quite a bit in time but they had a glorious 
plan. They were going to automate the world the whole state 
government Well I had a piece m bringing that crashing 
down. They were going to have all these centers I forget 
what it was going to be six or eight or something 
Somewhere because of what we’d done and our expertise we 
had been unbeknownst to us selected to be one of those 
centers Well there's a lot of law and in-house rules and 
regulations in terms of computer acquisitions There are a 
lot of hoops to jump through 
Before you can buy a computer to begin with? 

That's right It involves General Services and going out to 
bid and adopting specifications and 
More than other kinds of equipment? 

Well not more but it's different and more sophisticated. 
It's a specialized area so it's a whole world all its own and 
it had developed over time It started out it was just like 
everything else except they soon found out you weren't 
buying half-a-dozen shovels that you could describe 
discretely but you were talking about a lot of software 
programs as well I don't know whether I'm getting ahead or 
behind in my story but we were the pioneers m state service 
in developing a multivendor environment Does that mean 
anything to you? 

You bought from more than one computer company 
Right we proved it could be done This meant that each 
vendor has a representative on site. We had little cubicles 
for all these people This meant also that you had to deal 
with what I call the finger-pointing problem that it's 
always somebody else's fault We had a vendor coordinator 
position which nobody had ever heard of before. Just to 
coordinate the vendors and avoid the finger-pointing But we 
proved that you could m fact save the state significant 
amounts of money by not having to lock up with the same 
vendor This was just humiliating for IBM [International 
Business Machines Corp 3 because they used to be able to come 
in and take over the world. 

Well the competition amongst the suppliers in the early 
sixties must have been tremendous 
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Some of it was intense But initially the competition was 
m any particular acquisition to be able to go m and whole 
hog it get it all 

I see Nobody tried to whole hog the whole state? 

Oh no no no That was impossible. Basically because that 
isn't the way it developed. The use of data processing 
throughout the state is not an entity really It's a loose 
federation of independent empires It really is a very loose 
federation. The only connection are the control agencies 
basically Finance and General Services Well with even the 
Personnel Board because of the people. And they don’t work 
together they work at cross purposes So really it was the 
aggressiveness of individual bureaucracies within this loose 
federation that dictated what was going on The most 
dramatic example I saw of what can happen if you don't have 
the right kind of leadership at the top plus the expertise 
and dedication down through the system is the Department of 
Employment 1 

[End Tape 4 Side A] 

[Begin Tape 4 Side B] 

HUEF in state service They were number one 

MORRIS In 1960? 

HUFF No the fifties I would say And they went from number one 

to virtually the end of the line because they stopped 
learning, they didn't keep up with the change and the 
technology 

MORRIS Even with all the unemployment stuff they have to process? 
HUFF I don't know where they are today They have come close to 

being nonoperative because of their internal problems We 
related to them especially after withholding but they get a 
lot of federal funding. 

The Department of Employment gets two kinds of funding 
One is block funding and the other is on a case load basis 


HUFF 
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See discussion at pp 29-31 
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They're the classic case of an organization that didn't 
develop the way we did where we used a lot of temporary help 
to deal with the seasonal problem. They had these seasonal 
problems Their money went up and down based on that 
workload but they put in permanent positions When the 
workload went down they're stuck with these positions and no 
way to pay them. They were stealing and I use that word 
advisedly money from the other block grant to keep that 
place going We actually sort of almost blew the lid off of 
all that because this got into a controversy later on m 
terms of handling the collection of the withheld money 
You have income tax withholding you've got state 
disability insurance payments and you've got the unemployment 
insurance payments and we felt that all ought to be 
together We didn't want to build a whole bureaucracy just 
to collect our little piece So when we drafted the 
legislation which I was telling you about earlier we 
consciously and deliberately put it over into Employment and 
said you know add that to your chores Later on it became 
quite controversial and would get into the department of 
revenue issue from time to time This was a question of 
where that function ought to be because they weren't 
operating very effectively Any proposal to move that whole 
function would have brought the house of cards down because 
it was at that end where the block money was coming from it 
w ould be 

That was their safety valve? 

Right and they'd been manipulating that money for years I 
don't know all the details of it but 

I would have thought that all those monies would have been m 
some separate fund 
They are 

Separate from the administrator you know that withholding 
would not have been held by the Franchise Tax Board by a 
fund mingled with other monies until it was fairly tidy 
Fundwise it went into separate funds but that was the 
collecting of the money which has nothing to do with their 
appropriation and how they're budgeted. They are not 
budgeted out of money they collect any more than Franchise 
Tax 
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I need to think about this and then ask it again- I know 
it's not the operating money for Employment or Franchise Tax. 
I would have thought it would have passed right on through 
into—that the withholding would have gone right on through 
into the General Fund 

No no Withholding is trust money Withholding belongs to 
the individual until they file a return. That is strictly 
trust money 

I thought the reason for the withholding was so that there 
would be a steady flow of money into the state coffer 
That's a cash question. That's a whole different problem 
And that is a whole mechanism beyond my ken other than to 
know the general concept and principles involved. But 
there's the Pooled Money Investment Board and there's another 
board and the director of Finance and a whole group of other 
officials There are statutes that permit them to juggle 
this money back and forth and do temporary borrowing to 
handle the cash requirements of the state 

There are also requirements as to when that money has to 
be paid back like on June 30 things like that but it's a 
very complex sophisticated mechanism and it has been m 
place for decades The crisis of withholding was that the 
state was fiscally sound in terms of its budget and the 
amount of money raised to meet the needs but it was going 
belly up because the timing of the flow of the cash was out 
of sync [synchronization] 

Coordination of Computers Statewide Jim Dwight Reagan's 
Computer Program Reorganization Plans 

Right cash poor OK so how did you bring down the great 
plan to coordinate all the computers in the state? 

Under the Reagan administration somebody—the whole question 
of EDP [electronic data processing] had been I have 

to back up Gee isn't it complicated? Back m '64 I was 
the vice chairman and A1 Tieburg was the chairman of a 
group—I can't even remember the name it was an EDP steering 
committee. This was a Hale Champion project to try to bring 
some direction policy cohesion into the whole development 
of EDP in state service 
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A1 Tieburg was the director of the Department of 
Employment I was the vice chairman. We inched the process 
forward a little bit but again we were dealing with these 
feudal empires and it was tough going That process m an 
intermittent way under—-I don't want to put it in terms of 
administrations m terms of the governors but as succeeding 
directors of Finance and their different perspectives on the 
problem and what needed to be done But there had been 
several iterations of all this One outcome was that 
within—I'm trying to think of where it was placed—there was 
an EDP officer created. 

Well they established a statewide EDP unit in the Office of 
Management Services m the governor's office early m the 
Reagan administration and then moved it to the Department of 
Finance in July of '71 according to what I read in the 
Legislative Analyst's report. 

OK and at some times it was m General Services and 
sometimes it was both It's hard to sort it out You'd have 
to go track its history but anyway there was this evolution 
One of the jokes came to be that to be the statewide EDP 
officer your name had to be Smith because there*d been so 
many different Smiths involved It reached a point where I 
think with Finance push as much as anything—and the deputy 
that was pushing it was [Deputy Director Department of 
Finance James] Dwight Jim Dwight who was a CPA who came out 
of the 

He worked for the citrus growers one of the large companies 
Yes the one with the big name Sunkist That was his claim 
to fame 

And he wanted to coordinate all state 

Well he was given the assignment anyway and he was sort of 
the overseer but the EDP officer was the one who was putting 
together the plan 
And he was reporting to Dwight? 

That's my recollection. That could be wrong as far as 
reporting line but Dwight had a role in it So a grand plan 
was evolved There was going to be a finite number of 
centers They had to be built around units of the 
bureaucracy that were perceived to have sufficient expertise 
in the field to handle it. We were one of those selected. I 



77 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 

MORRIS 

HUFF 


didn't know anything about the details of this I knew there 
were things going on and there was a plan and all that. I 
didn't know at the time that they walked into my office that 
they'd already been into the Transportation Agency which 
later became the Business and Transportation Agency The 
fellow there who was the key man had been the EDP officer 
years before over at the Board of Equalization and then had 
moved over into Transportation. Dwight and company had 
walked into his office with the contract and he had signed 
off 

That was going to be—he and Franchise Tax? 

He had nothing to do with us He had his center and be had 
signed off They walked m with it on a silver platter 
Here for years we'd been fighting to get any kind of 
reasonable resources and to keep upgrading and to get more 
sophisticated. Here they walk m and hand it to you on a 
platter and all you had to do was sign your name and there it 
was But m total violation of law regulations acquisition 
requirements and everything. 

In other words Transportation got its own separate from 
everybody else 

Well but it was to be a center It was chosen as one of 
those centers and I don't know who all was going to be m 
that center They arrived at my office second and went 
through all this song and dance with the contracts sitting 
there on the table Unheard of All done precooked. 

No preliminary distinction whatsoever 

Nothing No need to go through the normal procurement 
procedures 

We've done all that for you Be pleased 

Absolutely Nothing to do with our requirements you know 
or what our needs were or anything So this guy (I think he 
was the number two man) from this EDP officer's shop (who was 
kind of snotty anyway) went through this song and dance and 
the big sell I had my EDP people m there and I sat and 
listened and then I started asking questions I guess they 
hadn't asked a lot of questions over at Transportation but I 
was asking a lot of tough questions I was concerned about 
the procedure and the requirements and the law and the whole 
purchasing process and 
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What they had fully expected is that they would have 
walked out of my office with my name on the contract We 
finally reached the point where this fellow lost his 
patience He m effect said something "Well " he said 
"we're finished with the fun and games and you've had your 
chance to get all this off your chest Now sign the 
document " 

Really? 

Yes Just cold turkey like that And I said "You're 
talking to the wrong guy " And at that point he said "May 
I use your phone?" and he goes over and he calls Jim Dwight 
Says "Huff won't sign?" 

Yes "Huff has his back up " Of course you have to 
understand about Dwight and I have to stop time right there 
Dwight came early on. He came m with Director of Finance 
Gordon Paul Smith. Early on I remember sitting m Dwight's 
office as "here I am " one of the relics of the Pat Brown 
administration and one they couldn't readily dispose of so I 
was sort of an embarassment 

Did they suggest that you resign? The Reagan people? 

No But they were coming m with a whole new look at the 
world and of course total negative feeling about Pat Brown 
and that administration and its philosophy and the whole 
thing. I remember sitting there and talking to Dwight This 
had to be just a matter of days or a few weeks after they 
were m power and they were feeling pretty heady about the 
whole thing. 

I said "Well Mr Dwight one thing you need to remember 
is all the good things that were started under the Pat Brown 
administration when they come to fruition under the Reagan 
administration " I said ''Governor Reagan will get full 
credit for it and Governor Brown will get no recognition at 
all " I said "The contrary is true anything deleterious or 
negative that may have had its inception under the Brown 
administration when it comes to fruition under the Reagan 
administration he will be held responsible The minute the 
governor lox*ered his hand from taking the oath it's his 
rap" I said "That's the reality of political life" He 
didn't want to hear that I was trying to provide him some 
kind of context as to what his new real world was like He 
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was coming in out of the private sector He had total 
disrespect for and actually despised anybody m the public 
sector 

He was pretty young at that point wasn't he? 

Very young 

He must have been some sort of a boy wonder because I think 
he was controller at Sunkist or something like that 
Yes We had some other discussions along that general vein. 
We just never cottoned to each other very well I never 
rolled over for him 

Did you two have different ideas about the proper function of 
a CPA? 

Oh yes I never really fit m the general private sector 
mold [Laughter] That's a whole other story But the fact 
that we were both CPAs sort of put us on a par 
You would understand a lot that other people wouldn't 
Coming out of the same mold. That's right our training and 
everything was similar It had to give him a little pause 
m terms of there was only so far he could put me down. I 
was pursuing a thought Oh I know the other little 

facet to all this was that I didn't have that much contact 
with Dwight on an ongoing basis It was more intermittent 
but what developed over the years (and he seemed to be around 
a long time even as directors changed) was that every time I 
went head-to r -head and nose-to-nose with him I won. And I 
was getting the feeling that's a terrible position to be m 
that's a very uncomfortable 
He's going to be waiting for his innings 
That's right and I really was looking around for one to 
lose Just as a matter of principle to kind of break the 
pattern. So here we were again the minute he picked up the 
phone and called Dwight I thought "Oh, criminy here we 
go " Of course I didn't know what Dwight told this fellow 
but I'm sure it was not printable. But apparently what he 
also said was "OK we'll take care of his wagon. I'll get 
back to you " Vern Orr was Finance director and Dwight 
probably said '!Let me touch base with Vern and then I'll get 
back to you " 

As I recall in my conversation during all this general 
discussion about procedure and the requirements and 
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everything finally my bluff-caller was I said "You give me 
a document signed by the director of Finance authorizing me 
to sign this contract and I'll sign it " But I said "I 
have to have that document m my hand before I'll sign it. 
Because he’s the one who’s going to have to waive all the 
requirements that I know are there that have not been met." 
This is on purchasing equipment and technical consultation 
and things like that 7 OK, so this was more than just the 
Franchise Tax Board going to run a computer center 
This was a big statewide scheme. Oh yes this was not just 
for us we were to be a major center 

Right but there was also going to be a lot of money spent on 
a new generation of equipment 

We're talking about big bucks We're talking very big bucks 
OK this is the first time I've realized there was new 
equipment involved I thought it was just an administrative 
thing because people were concerned that it was costing too 
much money and there were not very bright people m charge 
of it 

No no This was acquisition of new equipment 
And was it single source 7 

Sole source It had all been done all been done There was 
no bidding or anything It was a total sole-source 
procurement 

Did you ever find out if the Department of Transportation's 
contract included the same source as yours did? 

Mmmm I probably knew at the time I don't recall In fact 
I think it was IBM but I'm not even sure I'm just guessing 
on that 

What did Vern Orr say? 

He told Dwight to back off That was the end of it 
Where was the legislature while all this was going on? 

This was going around the legislature They weren't m this 
I see 

In fact I don't recall the details but I don't think there 
was express legislative direction authority or support for 
it I could be wrong on that I just don't remember 
Given the general attitude of the legislature toward the 
governor's office during the Reagan administration, they 
probably weren't m favor but I have come across ten years’ 
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worth of comments in the Legislative Analyst's reports 
Some of them fairly detailed summaries of the state's data 
processing installations m which the analyst certainly was 
saying to the legislature 

HUFF They were taking pot shots all the time That was fair game 

MORRIS that you know it was costing too much money Did the 

legislature respond and have any kind of a data processing 
oversight committee? 

HUFF From time to time they did. They would get on their high 

horse and I don't know if they had a special committee or 
what but there were times when there was a lot of focus on 
it But nobody ever wanted to put their money where their 
mouth was This was a great talking game. Even the 
analyst's office wasn't really interested m having this 
problem solved. That would have taken away their talking 
point [Laughter] That's an overstatement but I don't 
MORRIS You're also talking about what is still pretty much an arcane 
language. Everybody is very much m awe of computers expect 
them to be able to do everything and then we're usually 
horrified at how much it costs to do it right 
HUFF And the leg analyst never really discovered what computers were 

all about until they tried their own system for their own use 
MORRIS For tracking legislation bills? 

HUFF Tracking and running their whole operation 

MORRIS I see and when was that? 

HUFF I don't recall but I know they went through a lot of agony 

with it That and telephone systems This was where they 
learned from hands-on experience that these things don't come 
off the shelf and they're not automatic that you have to 
design your own—you have to define your own mission and then 
design a system that meets that mission. Of course my 
problem with vendors was that they were not interested m 
meeting our requirements They were interested m 
manipulating you around to unload something off the shelf to 
make you fit it rather than the other way around 

1 Analysis of the Budget Bill of the State of California 
Legislative Analyst sections on electronic data processing annual 
reports for 1970-71 1971-72 1972-73 1973-74 
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Have you had different experience with buyers of other kinds 
of equipment? 

Related equipment or unrelated equipment? 

Telephone systems and 

Well I think telephone systems are a parallel one because 
it's again sophisticated technology Their mission is to 
unload what they've already prepackaged. As a good example— 
this is m an EDP-related area. You have to understand m 
EDP technology that it's gone through generation after 
generation after generation and that part of the game is 
being able to keep up with it and move into the newest 
generation 

That's planned obsolescence isn't it m the automotive 
world? 

Right. Well no it's not the same as planned obsolescence 
m the automotive world It's where the technology keeps 
driving the successive developments It has moved very 
rapidly over a very short period of time and for outfits like 
a bureaucracy to stay on top of it and keep moving to these 
new plateaus with all the foot-dragging that goes on from the 
Analyst and the Finance and General Services who don't have 
any hands-on experience—they're all theoreticians over there 
and don't know what the real world's like so you're bucking 
them all the time You're also bucking the internal 
resistance of your own people to change It becomes very 
difficult 

An aside just occurred to me. One of the single most 
difficult decisions I think I ever made m sixteen years m 
terms of the internal operation of our department was that 
we had a system the software for our personal income tax 
system It was very complex and it was built m the "batch 
processing" technology days and it was designed by a genius 
who later went on to work for IBM and made big bucks 
He was your staff genius? 

He was our staff genius He developed the software but he 
also did not fully develop the documentation 
Oh dear 

Which is one of the things that I really became a fierce 
taskmaster about because the undoing of many good systems 
was that they were not well documented. 
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In other words nobody could do it except the original 
genius? 

Exactly Well we were constantly developing personnel 
expertise m this area. So we’d been living with this system 
and patching it and making it go but always having to 
second-guess this genius that had gone on and hadn’t left it 
well documented When I say documented that's a relative 
term you know because it gets down to levels of detail 
The m-house expert who was keeping that system going was 
scheduled to go to San Francisco had been preselected to get 
intensive training on the next generation which was m the 
works and was scheduled shortly for delivery At this point 
the old system crashed. 

The system the machine? 

Our system crashed 
Oh dear 

Literally went inoperable at the very moment he was ready to 
get m the car and go to San Francisco That one ended up on 
my desk. [Laughter] The whole pressure m-house was to keep 
this guy back to help get the system back up And so I went 
through a lot of quick agony and finally decided that this 
was going to have to be an opportunity for other people 
because if we didn't send that guy down. It was a 

question of scheduling down there. It was a window m terms 
of our whole time cycle with respect to the new generation. 
Without the training we were never going to be able to 
bootstrap ourselves up That training was critical to the 
future and was as significant as that day’s problem of trying 
to get the system back up 

So I made the decision to send him to San Francsico and 
sure enough some new people popped their heads up and they 
got the system going. 

Really? 

Yes If that guy had been there he'd have been the dominant 
one and this other creativity wouldn't have had its chance 

Because there were other people m the shop who did 
understand 

But not as recognized and didn’t have as much hands-on 
experience 
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MORRIS How much difference did the next stage equipment that he then 
brought m 

HUFF A whole new world. A whole different world Different 

technology different approach 

MORRIS Could you quantify that m terms either of productivity or 
accuracy or speed with which the jobs were done? 

HUFF This was the thresh hold to moving out of batch processing 

into "on-time processing" and that was just a dramatic 
radical change m the technology and m terms of a lot of the 
difficulties that we were having and needed to resolve 

[End Tape 4 Side B] 

[Begin Tape 5 Side A] 


Setting High Productivity Standards 


HUFF Where I was heading was that m one of these generational 

developments one of my concerns had been specifically with 
IBM as the prime technological developer I had talked to 
people high m the organization and I could give you a whole 
story on IBM and some of our experiences because that's a 
bureaucracy that's bigger and slower and more inept than any 
public bureaucracy I've ever run into 

I can testify to it I had tried to convey that I 
said "Here you're spending all this time on the internal 
speed of the black box and the real barrier is the rate of 
input You should be working on finding how to get the data 
into the system faster and cheaper " 

One of our breakthroughs involved a non-IBM input system 
technology that was new—at that time it's old-fashioned 
now—but these were m effect miniature or small computer 
centers that were set up m clusters of a dozen or more data 
entry operators We're now into an area where it's strictly 
electronic They would load electronically the same dozen 
into one memory system It wasn’t a tape then it was disk 
generated All kinds of workload data and quantitative stats 
were a by-product This equipment put data entry into a whole 
new sophisticated area at that time m terms of production 
and quality controls I forget the name of the vendor but he 
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had designed this self-standing system and we had dozens of 
these in our shop. When a disk was full you'd take it to 
the mainframe computer and transfer the data 

Soon, after we became adept at using the system our 
operators were so productive and so fast that we were loading 
the individual systems too fast in terms of their capacity 
In other words the technicians that had designed the system 
used an assumption in terms of productivity that was just way 
off the mark. We had a terrible time getting the attention 
of the top management of that corporation. It wasn't one of 
the super big ones They just dusted us off You know they 
just said we were wrong 

It took quite a while but we finally got their 
attention. They had to double the capacity and change their 
whole system to do it. It wasn't a simple thing to do But 
we were the first one in the whole country to overload their 
system Here was a new technology for the public sector 
because this equipment was mostly out in the private sector 
We had set productivity standards that made the private 
sector look silly That was one reason they wouldn't believe 
us 

MORRIS I need to stop here for today 
[Discussion deleted] 


[End Tape 5 Side A] 
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[Begin Tape 6 Side A] 


VI INTEGRITY AND THE MULTI-STATE TAX COMMISSION 1965-1966 


National Association of Tax Administrators and Corporate 
Representatives 


HUFF the integrity question? 

MORRIS Right 

HUFF We'd established that there was such an organization as the 

Multi-State Tax Commission Is that on the record? 

MORRIS That's a good place to start Had you established that? 

HUFF I don't recall whether we talked about it before. There's 

also the National Association of Tax Admmistrators which has 
existed for decades but is a very ineffectual organization 
and I say that speaking as a past president It's designed 
to be ineffectual 

MORRIS Now why is that? 

HUFF Because it represents fifty states and nobody can ever agree 

on anything You have to be organized so that you can't have 
a formula that would make you take a position on anything 
Because it will never arrive at a position that everybody 
could agree on. 

MORRIS I see Is that related to the fact that it is very difficult 
to establish standard accounting procedures? 

HUFF No this is political More political than anything else. 

And the fact that tax administrators are generally gutless 
[Laughter] Well m other states really they're political 
animals basically and that's why the lead-in to the integrity 
question 

The Multi-State Tax Commission was created as part of 
the Multi-State Tax Compact and we had problems with it 
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initially We were supportive from the very inception but 
there were some provisions that as long as they were there 
because of our constitution and laws we couldn't belong 
Eventually we got them to suspend one section and make 
another change so that we could become members But 
meanwhile we were non-voting members and as California why 
we carried a lot of weight 

This is a commission that actually tried to do 
something It was created in response to the federal 
threat—the threat of federal legislation that would take 
away from the states the authority to tax multi-state 
corporations I referred earlier to the battle that went on 
for years there The commission would typically convene—it 
was based in Boulder and it would convene m Denver and 
places like that 

The night before there'd be a committee meeting or 
preliminary meetings before the open meeting trying to 
arrive at difficult controversial decisions We'd hammer 
something out and there'd be general agreement Whenever the 
group met why the representatives from various multinational 
corporations were all over the place. As I would say "in 
the woodwork" 

Typically what would happen was the next morning in 
open session you would not have recognized how people voted 
based on what they agreed to do the night before. Because as 
soon as the action occured the night before the industry 
representatives would of course collar the administrators 
from the various states find out what happened which of 
course they were not supposed to say Then those industry 
reps would get back to the governor of that state and the 
governor would call the tax administrator and give him his 
marching orders So the next morning the member would vote a 
hundred and eighty degrees from what he had agreed to the 
night before 

It happened just over and over again. It was a very 
frustrating experience So my basic view was that as a 
generality and of course with some significant exceptions 
there was no real integrity or professional independence in 
terms of tax administration. It was primarily political wire 
pulling 
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Did you ever get those phone calls from 
Never 

You didn't even get the phone call let alone the 
instructions? 

They wouldn't even trouble That's one of the things you can 
do to me was always a key is you have to set up a what I 
call a standard of expectancy and that wards off all kinds 
of trouble People don't even think about doing things they 
shouldn't do 

Is this related to the other issue that there is some 
reference to m discussions about the Franchise Tax Board 
that it's difficult to get information out of the Franchise 
Tax Board and that some people see it going back to your 
time as a problem m terms of how the Franchise Tax Board is 
viewed? 

There was never any problem in getting information out of FTB 
as long as it wasn't confidential information- But it's real 
tough getting confidential information. You just didn't get 
it Period 

What's the dividing line between what's confidential and 
what's legitimate? 

Basically it's the information the individual taxpayers 
submit to us 

So that's the majority of the data that goes through the FTB? 
Everything we have is from the taxpayer A lot of people 
would like to get a hold of that data. We even had 
resistance in certain procedural changes because parent 
companies didn't object to sending the information to us but 
they didn* t want their subsidiaries to even know 
They didn't want the Texas branch to know what data they 
turned in to California 9 

They didn't mind us knowing They didn't want their own 
people to know about their operation. They didn't mind us 
knowing as long as the other entities in their corporate 
world didn't have access to the information. 

Moving on to some of the points that you 
I wanted to carry one step further and that has to do not 
only with integrity but innovation. At one point we were 
asked to loan a staff person to the Multi-State Tax 
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Commission an auditor and we did. They paid his salary and 
expenses and everything and we put him on a leave of absence 
Before the fellow left I said "OK [James] Jim 
[Turnni] we're making a sacrifice m terms of your time and 
expertise The only thing that I ask m return is that as 
you move around among the various states if you run into any 
innovative ideas I expect to get them fed back. We're 
always looking for new ideas " And so he agreed. He was a 
happy little fellow He was gone six months I'd get 
reports he was up m Alaska and he was here and there and he 
hadn't punched in. Finally one day he called in. He was 
calling because he had some question he wanted answered 
I said "Whoa wait a minute My nickel first " I 
said "I haven't heard from you for six months What about 
this whole idea about passing along innovative ideas?" There 
was this silence on the other end of the line I said "I’m 
not hearing anything Jim " He said "Well you wouldn't 
believe." I said "What do you mean I wouldn't believe?" 

The silence was he was counting up the states He said 
"I've been to sixteen states " as I recall the number and he 
said "I haven't seen a practice or a procedure m use that 
we hadn't initiated thirty or forty years ago or had looked 
at and rejected as impractical " [Laughter] 

MORRIS Oh that's kind of a nice tribute 

HUFF I thought it showed that we were on the growing edge. OK I 

interrupted because I wanted to get that in. 

National Governor's Conference 1966 Revenue Sharing 

MORRIS I'm glad you added that. In the earlier interviews that we 
did you made a list of things you'd like to include 1 
Putting those m chronological order there was a mention of 
an early meeting on revenue sharing that you sat m on for 
Pat Brown That's I think an interesting aspect 


1 See Huff interview m California Democrats Golden Era 
1958-1966 Regional Oral History Office The Bancroft Library 
University of California Berkeley 1987 
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I would have to look back to get the exact date I would 
guess that it was in '65 or early *66 There was a committee 
of the National Governors Conference chaired by Governor 
[George] Romney of Michigan. The other three members that I 
remember were Governor [Warren Eastman] Hearnes of Missouri 
Governor [Philip Henderson] Hoff of Vermont and Governor Pat 
Brown of California. It was to meet in Chicago At the last 
minute Pat couldn't go and the next runner-up would have been 
Hale and Hale couldn't go This was when I was sort of the 
understudy to Hale so I was asked to go not representing the 
governor but in the governor's place—to be the governor 
To speak for the governor 
Yes and to meet with other governors 
Right 

Which was an interesting experience I also found it quite 
handy in the preliminary status before we got to the meeting 
when I had to make several calls to Romney and as I recall 
one to Hearns that I had no trouble getting through because 
my name was Huff and they kept thinking it was the governor 
of Vermont calling [Laughter] I didn't tumble for a while 
but I kept getting right straight through and then I finally 
figured out why 
Oh that's cute 

You don't expect to get through to governors that easily 
But I did sit in on that meeting 

This is after the federal revenue-sharing legislation? 

No this was very preliminary This was the earliest days of 
anyone even thinking about revenue sharing 

Was it governors thinking about it to propose to Washington? 
Oh yes Oh it came from the governors I was not 
preinstructed or programmed. It was that early in the whole 
thinking 

Had Pat or Hale done any thinking about it? 

I'm sure they had but they didn't instruct me. So I went as 
an uninstructed sit-in for the governor I had my own 
perspective which was totally different than theirs I went 
m and expressed it as such since I had no prior 
instruction. The difference had to do with short-term versus 
long-term Of course governors think short-term mostly As 
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a tax administrator I tended to take the longer term view 
Governors want quick fixes of money from this type of thing 
This year's budget 

Right Although this was one thing I always felt 
distinguished Pat Brown from almost any other governor not 
only of California but of other states He left three 
legacies the Master Plan for Higher Education the highway 
plan, and the water program which were all long-range 
future-generation type projects And all very tough hard- 
fought battles. To me that made him a statesman rather than 
just a politician you know and a governor 

In this meeting I stressed the importance of what I 
called reverse revenue sharing which was already xn place m 
the states that wished to do it That involved the 
deductibility of the sales tax and of the state income tax on 
your federal tax return. That was in effect a rebate 
provision—I'm trying to think how it all worked. By 
lowering the load the tax burden this left a significant 
amount of income that the states m turn could tax locally 
without having to send the money to Washington and have it 
sent back with strings That was where I was It also meant 
the states had to do their own thing 

Of course for a state like California which was a rich 
state it was much easier both practically and politically 
to do that and we did do it Of course there were states 
that had no income tax that didn't get any benefit out of it 
at all The practical broader view politically was that 
some of the poorer states really didn't have a sufficient 
revenue base to generate everything they needed to meet their 
needs and lacked the political will to even take it that 
far 

Was this conference going to talk to their congressmen or 
were they going to the president 9 

This wasn't a conference this was a committee. This was 
just a small committee that was to report back to the 
National Governors' Conference Then the Governors' 
Conference would take a position and that would become 
something to lobby primarily the White House and then 
secondarily congress if the White House was persuaded to 
introduce legislation. Which was subsequently done The 



92 


MORRIS 

HUFF 

MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 


others of course were all looking toward direct revenue 
sharing so I was in a minority When I got back to 
California Hale straightened me out pretty fast [Laughter] 
So I was reversed on that but it was fun while it lasted. 

Did you go then to the *66 Governors' Conference at which 
this committee report was presented? 

I ran the little governor's office at the '66 
That's the one we've got the picture of 
Right I was sent down there to handle all the subject 
matter issues that the governor would have to deal with at 
the conference. I don't recall that the revenue sharing 
issue had become that well formulated by then. It was still 
in the works and still m discussion but it wasn't moving 
heavily That's my recollection I'd have to check back. 

But you did run into [Governor of Alabama] George Wallace? 
Well that was an interesting side event This was the first 
event in the Century Plaza. It was brand new It was 
absolutely the first event that occurred there. There was a 
grand ballroom and they had a banquet or whatever they call 
it the governors' banquet. They had Lawrence Welk and his 
orchestra 

Everybody else was seated first and then a spotlight 
would turn on a door The orchestra would strike up the tune 
for that state the state song The spotlight would be on 
the governor who would come through the door followed by 
the ranking national guard general m full dress uniform 
escorting the governor's wife The governor's wife would be 
escorted over to a table The governor would walk to an en 
banc tier arranged to handle all the governors in one 
location. The whole place was dark except for the spotlight 
and it was very dramatic 

You had to go through this routine for each state. This 
took quite a while. After that we ate I was sitting at a 
table that had my staff my governor's staff for Brown which 
had a couple media types that were working on his staff but 
they were mostly clerical types that included 
Staff publicity officers not people from the newspaper 
staffs? 

Governor's staff My little governor's office that I was 
heading up My staff plus the media people. One of the 
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staff persons was a black girl After we'd gotten through 
the entree down to the dessert Lawrence Welk invited each 
governor to take his spouse out on the floor to dance. He 
asked that everybody else hold back a while until they all 
got out there and then everybody else could join During all 
this time I'd seen Governor Wallace around with his 
stormtroopers Wherever he went he had these fellows that 
wore everything but hobnailed boots and virtually surrounded 
him It was a very imposing bodyguard Wallace would walk 
down the hall and they'd tromp-tromp-tromp going with him 
Were they frcsn the state police or were they private? 

Alabama state police oh yes But m this case here was 
Governor Wallace and his wife which was wife number two or 
three I'd lost count by then 
The one who later was governor? 

Or the second one I forget which I think another one came 
later that became governor But there they are out there 
with the other governors and their wives dancing around. I 
looked over to this black staff girl and I said "I think 
it's time we integrate this group " So I invited her out on 
the dance floor 
As the governor of California? 

No no I'm just this person. We were all m tuxes [tuxedos] 
Nat King Cole's wife was also the guest of Lawrence Welk and 
she was sitting up near the orchestra. I think she was his 
widow at that time So we went out there and we literally 
danced three circles around Governor Wallace and his wife 
No stormtroopers around or anything and Lawrence Welk stopped 
leading the orchestra turned the baton over to somebody else 
and brought Mrs Nat King Cole out on the floor 
That's an interesting insight on Lawrence Welk 
Yes But there was lots of vibes body language and 
everything else going on. It was very evident as to what was 
going on. That was the high point of the conference for me 
I have to lay the foundation for a subsequent event 
Two of the people—they weren't part of the governor's 
staff—they were part of the staff that helped put together 
the mechanics of the governors' conference totally 
distinguished from Pat Brown. They had recruited and paid 
local people. This included two gals who were Republicans 
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One was related to—not related to but had worked for some 
fairly conservative Republican congressman down there and 
the other person was her friend and she was a very rabid 
Republican. I got to know these two gals 

One of them the friend was a divorcee and she had some 
teenage kids and was struggling along and the whole thing 
At one point after this conference she called from Los 
Angeles and was complaining about her tax return. She had 
claimed both children as dependents which was correct 
except that she did it incorrectly She didn't understand 
that the first dependent qualified you for the dependent so 
that one didn't count So she'd actually taken an extra 
eight-dollar credit So I had her return pulled and I 
explained the whole thing to her and told her she was going 
to get billed eight dollars for it Wasn't anything I could 
do about it. The next time I was down in Los Angeles I took 
her out to dinner to give her eight dollars back 

U S Tariff Commission Job Opening Recollection of Murray 
Chotmer 


This gal whose name was Nancy Michele later met and married 
Murray Chotiner Murray Chotmer was of course the evil 
genius of [President] Richard Nixon, going all the way back 
to [Congresswoman] Helen Gahagan Douglas and putting together 
the pink sheets and all that kind of business and to me 
represented everything that was bad about Nixon and the 
Republican party m California. I was kind of fascinated. 
Through personal contact or just through 

Just my political activity He was just a name to me I'd 
never known him or met him. They were based m Washington. 

He was always involved with Nixon and his staff sometimes m 
the White House and somtimes nearby So one time I was back 
m Washington and Nancy put together our going to lunch at 
the—I never learned how to pronounce it—the Sans Souci. It 
was the famous restaurant where all the Republicans met. 

Well Nancy also was notorious for being late to things so 
apparently she was coming from one place Chotiner was coming 
from another and I was coming from a third I arrived 
Chotiner was already there Nancy wasn't there. 
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One of the—this is an aside—one of the characteristics 
of California displaced persons m Washington is a craving 
hunger to talk to Californians It's an actual craving I 
ran into it with [Caspar] Cap Weinberger one time. I got m 
to see him when he was Secretary of Health and Welfare 
without an appointment because he just wanted to able to talk 
to a Californian. 

Regardless of political party or position on an issue 
Right So you know I introduced myself to Chotiner and we 
sat down. He’s a fellow with a tremendous sense of humor 
for one thing 
Is he? 

Yes Was he's dead. We just hit it off like that two pols 
who had a California political background. We skipped like 
fleas over subjects that were going on current topics and 
just kind of dusted by them We both had a base and we were 
able to talk about it and drop that subject and go on to 
another one In the space of twenty minutes we covered the 
countryside About this point Nancy showed up sat down 
and apologized for being late Murray gave her a couple of 
remarks about her typical lateness and then followed it up 
Everytime she brought up a subject he'd say "Oh we already 
discussed that " [Laughter] 

As a consequence of that—that was the only time I ever 
met him an hour and a half something like that—I 
eventually was contacted by the Nixon White House m 
connection with their presidential appointment process 
Apparently based on the eight-dollar deal m terms of the 
integrity of the system and then my having met Chotiner he 
had thrown my name into the pot One of the things they have 
on many of the commissions is the statutonally required 
split between Republicans and Democrats 

There was a tariff commission the U S Tariff 
Commission, which strangely enough only has six members 
It's required to have three Republicans and three Democrats 
A member from Georgia, a Georgia appointee’s term was coming 
up and it was not known whether Russell Senator Russell 
would be sponsoring him again or not If he was that was 
the end of it no argument the guy would get reappointed 
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If not then it was up for grabs So I was being interviewed 
m case there was a vacancy 

Of course I was just flabbergasted I didn't want 
anything to do with the Nixon administration. I got a hold of 
[Don] Bradley real quick and explained the whole thing to him 
and said "I've got to think about it " He said "If you get 
offered that appointment take it." I still expressed my 
reservations but I said "Well I’ll at least go through the 
process see how it goes just for interest's sake " 

I ended up one time after a phone call flying to L A 
airport and being interviewed by a White House staffer for 
this position. Everything went fine until right at the end 
the fellow a nice bright yuppie-type fellow—before there 
were yuppies—got down to the question of a personal loyalty 
oath not to the president of the United States but to 
Richard M. Nixon. A pre-conditioned loyalty oath. 

MORRIS That you do what Richard Nixon requested 

HUFF Yes right And of course all my hackles went up and ray 

initial reaction was—I said "You have to understand I am a 
Democrat And you are talking about a Democratic position. 

I have no problem at all pledging loyalty to the office of 
the president of the United States " I said "I cannot 
pledge loyalty to a man." That was the end of the whole 
process right there [Laughter] That buttoned it down 

[End Tape 6 Side A] 

[Begin Tape 6 Side B] 

MORRIS Did the acquaintance with Murray Chotmer surface again when 
Richard Nixon's tax status 

HUFF I don't recall whether he was still alive yet or not I 

never saw him again. The only interesting aside was that he 
had health problems I don't remember the details I think 
he was m an auto accident But he also had a heart 
condition. He lived m the same neighborhood as [Senator 
Edward] Ted Kennedy 

Ted Kennedy was on the tennis courts playing with 
somebody else I've forgotten who it was and the accident 
occurred m the street It was Ted Kennedy who called the 
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ambulance for Chotmer I think they made some mistakes m 
how they treated him or something but he died as a result of 
that accident I don’t know whether they released him from 
the hospital too soon or some strange story I have kept m 
touch with his widow and have talked to her on the phone 
One time I was taken out to Wolf Trap to a Republican picnic 
with Lou Cannon the press guy He’s the one who 
Did a couple books on Reagan and also on California 
Right So it was Nancy Chotmer Lou Cannon and myself 
The person I remember most at the picnic was [Patrick] Pat 
Buchanan who was a very scruffy-lookmg character to me Not 
impressive at all But here I was sort of in the woodwork 
with all these Republicans I got kind of a kick out of 
that 

Aside on Kidnapping of Hale Champion 

Before we get past this period you were going to tell me 
about your role m the kidnaping of Hale Champion’s wife and 
daughter Not your role 

I thought we did that I didn’t have any role [Laughter] 
You just mentioned it You know and he mentioned it It 
was mentioned when I interviewed him but he just sort of 
whisked past it 
When you interviewed Hale? 

Yes 

Oh OK. Well Hale and I had been having conversations about 
this position of deputy administrator of the Revenue and 
Management Agency 1 The Revenue and Management Agency was 
one of four executive order agencies When Brown came m he 
went through a whole task force that looked at state 
government There were over three hundred separate 
departments reporting to the governor 

They came up with this recommendation to create eight 
agencies to group these departments m clusters with a 
reporting channel and to cut down the number of people 
reporting directly to the governor Four of them were 


1 See discussion at pp 31-32 
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enacted by statute and the other four were not because of 
some political problems So the governor just created them 
by executive order which meant that the designated secretary 
of the agency was just wearing another hat. They weren't 
separate positions and they weren't staffed. 

The designated secretary for Revenue and Management was 
Hale It was just another hat he wore He didn't take it 
very seriously and the agency never met and the department 
directors never got together It was kind of a murky thing 
Hale didn't always tell you what the whole agenda was and I 
think his—this is my guess as to his agenda—that with the 
Pat Brown third term campaign coming up number one he 
wanted to have some time to be involved m that campaign 
which meant that he had to be away 

He didn't want to turn everything over to a deputy in 
his own department so he was looking for somebody else to 
spread the thing around to There was never any notion that 
I would get directly involved in Department of Finance 
matters but all the other matters which he then put under 
this Revenue and Management Agency umbrella. Well he hadn't 
said anything about it for some days so I didn't know where 
it stood. I said I was willing to go along but I hadn't 
given it a lot of heavy thought The morning he was 
kidnaped 

He was kidnaped. I thought it was his wife who was kidnaped. 
His whole family was kidnaped 
Including him? 

Oh yes. Oh it happened at some strange hour four or five 
o'clock in the morning It was a random selection by the 
kidnapers They didn't know who they were kidnaping It was 
absolutely random. At the time of course everybody thought 
that it was a focused kidnaping But it had no political 
ramifications It was just the luck of the draw that the 
Champion house was hit It was a robbery situation and they 
woke up and they were taken away as hostages It was Hale 
his wife and baby 

The son was sleeping on the porch or something 
and didn't wake up 
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Here m Sacramento? 

Yes just down the pike here aw ays They ended up driving 
all over Nevada, It was quite a trek. It was a real tribute 
to Hale's ability to talk. He talked his way out of this 
situation. He was m his pajamas and bathrobe driving around 
m Nevada [Laughter] It was something else. But he didn't 
show up at work that morning of course he was out in 
Nevada When his secretary Alice arrived at the office the 
top item m his out box was some yellow foolscap a handwritten 
letter designating me as the deputy administrator to the 
Revenue and Management Agency which nobody knew anything 
about It had all been m his head He hadn't talked to 
anybody And here it was 

The immediate thought was that he was making a trip 
somewhere some planned trip that he hadn't announced and so 
he designated me while he was on that trip So I got the 
first phone call saying "Where's Hale?" I said "What are 
you talking about?" and then they read me the letter and I 
said I didn't know anything about it Yes I said we had 
talked about it but I had no idea he was writing that letter 
Of course soon thereafter I don't recall how the word 
finally 

You called the house to see where he was? 

I didn't That was their doing All I could say was what I 
knew or didn't know Of course sooner or later it became 
known what had happened. Then it all became a big national 
story and I don't really remember all the details But that 
was my little touch point on the whole thing 
Good heavens yes Well the Pat Brown years sound like they 
were very adventurous 

They were they really were Exciting and progressive 


VII POLICY DEVELOPMENTS 1967-1974 

Ex Officio Members of the Franchise Tax Board 


MORRIS 


How did your work m the Franchise Tax Board change and what 
was the impact of Ronald Reagan becoming governor and then 
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new players m the Department of Finance who would then sit 
on the Franchise Tax Board? 

Basically it improved my situation because I was left alone 
I didn't have all these other duties or activities Suddenly 
all I had to be concerned about was the staff at FTB So it 
was very nice and peaceful I had big D [Democrat] marked on 
my forehead and as a consequence nobody really touched me or 
had much to do with me. 

It sounds like you felt like you were "out of the loop "as 
they say in terms of the 

Oh I was very definitely out of the loop Sure 

political ideas that were generated m the governor's 
office about revenue 

Oh yes I wasn't in that at all There was some initial 
you know—they went down the list of everybody they're 
cleaning out When they got to my name why they had ideas 
about it Then somebody disabused them of the fact because 
it took senate concurrence two-thirds of the senate to 
remove me even though they had two out of three members of 
the board it wouldn't have been that easy So somebody 
said "Well I don't think we want to take on that political 
battle right now " 

Well it sounds like from what you said earlier you had a 
pretty good working relationship with [Controller Houston] 
Hugh Flournoy as controller What about Gordon Paul Smith as 
director of Finance 7 

I never really had much to do with him Of course you have 
to understand that we had a link into Flournoy that helped I 
think, m that Anne's [Huff] distant cousin [Vigo G ] Chip 
Nielsen was big in Flournoy's campaign and became his 
[assistant] deputy The last time I had seen Chip Nielsen 
before that he was wearing diapers So he ended up in 
Flournoy’s office One day I walked m and said "I don't 
know if you know it but we're distant cousins " [Laughter] 
And then looked into the whole situation. 

How about Cap Weinberger?^ 


See discussion at p 28 
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My daughter-in-law's related to Cap Weinberger also 
[Laughter] 

Gee this is a bi-party network 

I don't think Cap knows that I never told him. It's very 
remote Cap is the black sheep of the family The rest of 
the Weinbergers are all Democrats Federal Judge Weinberger 
down m San Diego was a stalwart m the Truman 
administration pre-Truman days and all that Cap is the 
only Republican in the crew that I've ever heard of 
Well it sounds like in the first term then the governor's 
Finance directors did not make much noise about Franchise Tax 
Board policy or anything 

Well even though they were on the board the tradition 
continued that I inherited from Campbell that the board met 
infrequently and that the board really didn't do anything and 
didn't want to do anything The board deliberately didn't 
want to do anything that was the tradition. 

To delegate things to the professional head? 

Well it was all delegated by regulation. So they really 
only had reserved to themselves the appointment of the 
executive officer the adoption of regulations the setting 
of bank tax rate and determining whether a regulation was 
going to be prospective or retroactive That was all the 
authority they retained for themselves 

At any time the/ could have changed that regulation and 
withdrawn any or all of the delegated authority but never 
did. That sort of laid the foundation for trouble when Mr 
[Controller Kenneth] Cory came. The adoption of regulations 
was typically non-controversial fairly perfunctory It was 
only occasionally that we got into areas that were difficult 
for the board. 

Under Pat Brown days when [Alan] Cranston was controller 
and chairman of the board we had a terrible time getting a 
reg adopted on reserve for bad debts for the savings and loan 
industry The existing regulation was inadequate and the S 
and Ls were just growing like wildfire. In fact we'd made a 
projection (I used that the other day m my own mind m 
thinking about the geometric effect of compounding) that if 
the growth—this is back m the sixties—that if the growth 
rate of the savings and loans m California for the prior ten 
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years was projected to the year 2000 they would have taken 
over the whole world. Literally 
Fortunately inertia had a function m there 
Economics and a lot of things tend to come in and change 
that The politics were heavy m the S and Ls because of 
the charters that were created the legislators who were 
directly involved and the contributors The difficult 
person to nail down was Alan Cranston. He just didn't want 
to take a tough position. He was a bowl of jello on that 
issue interestingly enough 

Right But the controller's office had its own function in 
relation to S and Ls didn't it? 

No not really No there's a Savings and Loan Commissioner 
that's a separate entity the administration of them This 
had to do with the tax aspects It was only in his role as 
chairman of the Franchise Tax Board. He was not a pillar of 
strength let me assure you. That issue hung on for months 
and months Of course I think I told you about my problem 
my eye ball-to-eye ball with Cap Weinberger on the Reagan 
letter he wanted to put in the tax notices? Didn't I mention 
that? 

Yes 

Just before our stand-down with the presses? 

Yes 

That typified my relation with Weinberger It was a little 
better with [Vern ] Orr because he was basically a 
nonpolitical type He was an auto dealer I had gotten to 
know him a little when he was head of Department of Motor 
Vehicles He said it the way it was and that made it a lot 
easier to do business with him. 

Agency Organization during Ronald Reagan's Governorship 

One of the hot issues involving government organization 
always had to do with the role of agriculture because it's a 
major piece of the economy Pat had had difficulty with that 
because the agriculture lobbyists had resisted having the 
Department of Agriculture put m an agency They wanted the 
director of Agriculture to report directly to the governor 


HUFF 
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to be an exception. That was one of the things that had 
torpedoed the other four agencies being created by statute 
When Reagan came in they went through another 
reiteration of the organizational study and came up with 
their own nomenclature and organization. They came up with 
what they called the Agriculture and Services Agency which 
was dominated by agriculture Then they just threw m all of 
the departments that didn't seem to relate to anything else 
So they included General Services Personnel Board the 
retirement systems Franchise Tax Board and just a whole 
unassimilable group 
Indigestible 

Indigestible basically yes And most of them independent 
SPB [State Personnel Board] had its own board and the two 
retirement systems had their own boards and they hired the 
executives 

Gordon Luce was the first 

No he was Transportation. No It was Earl Coke but I'm 
trying to remember the sequence of events I think he was 
actually appointed director of Agriculture when the governor 
came in. Then when they created the agency system he was 
made the Secretary of Agriculture and Services Because he 
had an agricultural background he had served under 
[President Dwight D ] Eisenhower as Assistant Secretary of 
Agriculture and he came out of the agricultural section of 
the B of A [Bank of America] and was already over seventy 
when he was appointed. He worked for practically nothing 
My view was that he was just an unreconstructed conservative 
you know and I thought "Boy we are going to really have 
trouble with this fellow having to deal with him." 

He wasn't a Californian? 

Yes he was a Californian B of A He came out of B of A's 
ag section One little vignette Did I tell about the 
hearing on Governor Reagan's organizational bill and they 
called all the directors m sequence 7 
To set up this A and S agency 7 

To set up the whole organization for the state. They did it 
in components so all the directors that were involved in AS 
[Agriculture and Services Agency] had to come at one time I 
was one of the last ones up I had to sit there all day 



104 


while everybody else went through the line and so I got up 
before the committee and I looked around By that time the 
media had gone They were tired* They'd been worn out so I 
took note of that fact so that when they asked me about the 
rationale of why the Franchise Tax Board was being put under 
the Agriculture 

MORRIS This is the legislative committee 9 

HUFF Yes Why was the Franchise Tax Board being placed under the 

Agriculture and Services Agency? I paused I made a point of 
looking around and I said "Well I'm not quite sure except 
that possibly it has to do with service like a bull services 
a cow " [Laughter] I got away with that because there was no 
press around 

I found Coke to be absolutely refreshing to work with 
He was tough and hard-nosed. Nobody could pull the wool over 
his eyes and I never heard him make a doctrinaire statement 
Never once. He was absolutely pragmatic m his whole 
approach to everything I think m my other m the Bancroft 
history I referred to the little incident where he wanted to 
use the deputy and I had to tell him "No " I had to recall 
when Hale tried to pull that caper on me and I told Hale 
"No " But I think that really locked us m as fast friends 
and he's been a friend ever since 

I've kept m touch with him and have been down whenever 
he comes to San Francisco to have lunch with him and his 
wife He's getting pretty old now I haven t seen him for a 
couple of years When he left he had virtually lost the use 
of his eyes He can walk around and sort of see and he can 
read big print It's really a tribute to him because he 
served Governor Reagan after he left Ag and Services on some 
commission in which he had to read with this tremendous 
magnifying system that blew the letters up m giant form 
But our gomg-away present for him which I organized and 
shopped for was a cassette system the talking books 
programs 

MORRIS Was Mr [Secretary of Agriculture and Services James] Stearns 
a different matter? 

Very much so Much less secure a person. Earl was a very 
very secure person. Stearns was never comfortable m that 
position and I think he was really just a caretaker Bascially 
chat was my view of the 


HUFF 



105 


MORRIS 

HUFF 


MORRIS 

HUFF 


MORRIS 

HUFF 

MORRIS 


So there was less leaning over the shoulder of the 
departments and bodies that were a member of the A and S7 
Right. One of the things—this is sort of interesting in 
terms of my style and my relationship to my own staff was as 
bureaucrats they tended to—you know governors come 
governors go governors tell you to do this governors tell 
you to do that. Basically the staff would just hunker down 
and try to ignore everything because they knew the governor 
and his aides would eventually go away and also because 
there was little follow-up 
That's what the bureaucrat figures? 

Well yes Remember [John F ] Kennedy's comment that the key 
is follow up follow up follow upl Well my philosophy was 
a little different My staff figured you know I'm a 
Democrat and the governor's a Republican so I should be the 
leader m trying to frustrate and ignore and avoid and all 
that. I always looked at things a little differently I 
didn't look at him as Ronald Reagan Republican. I looked at 
him as the governor He's the governor of the state and 
elected by the people and by golly FTB should make a good 
faith effort to carry out the governor's policies. And we 
did 

It turned out that we were the ones who were most 
responsive to the governor His own appointees would pull 
the usual bureaucratic stuff and here we were saluting and 
following through submitting reports on time et cetera 
Whatever they said by golly we would do it whether it made 
any sense or not. A lot of times it didn't make much sense 
but I said that's got nothing to do with it you know we 
have an obligation to comply I think that helped also in 
relation to Coke It made his job easier because number 
one I wasn't a problem number two I was also a role model 
that he could use m terms of his other less compliant 
department directors 

This would be on things like the "cut the budget 10 percent 
on all the operating departments?" 

That's right Whatever 

OK then came 197 0 we have William Bennett coming on the 
Franchise Tax Board. 
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No no You had a note about that. Bennett had been first 
elected to the Board of Equalization in 1958 before I came 
to Sacramento Every January the Board of Equalization by 
custom rotates their chairman. Whoever is chair of the Board 
of Equalization by virtue of that position is ex-officio a 
member of the Franchise Tax Board. 

So that periodically he would come up again as the Board of 
Equalization representative? 

Yes There was a general rotation rule violated only in the 
early Pat Brown years by [Board of Equalization member 
Richard] Dick Nevms who never became chairman for at least 
ten years It was his own fault He said "You make me 
chairman and I'm going to run the Board of Equalization." 

And his colleagues said "Well we'll take care of that we 
won't make you chairman." Then when he was appointed 
chairman by his colleagues the first time I think he only 
lasted a matter of weeks and at an early meeting if not the 
first meeting some issue came up and he abruptly resigned 
As chairman? 

As chair Of course of the five members of the Board of 
Equalization the controller by custom is never chairman of 
the Board of Equalization. Because if he was the Franchise 
Tax Board would become a two-man board. By custom not by 
law the controller's always been the FTB chair Nothing 
mandatory about that but that's just the way it's done 
Mostly because the director of Finance doesn't want the job 
and it would be a conflict really for the chairman of the 
Board of Equalization, and a burden, too So it was just 
kind of a logical thing But we occasionally had Bennett as 
B of E chair before Cory 

I did notice that in '74 which is the campaign year in 
which Cory was elected that Bennett [Assembly Speaker 
Robert] Moretti and Cory were all looking for campaign 
issues Cory was running for controller and the Nixon tax 
issue was one they were all jumping around on trying to get 
a handle on it but they never managed to do it Bennett 
ranted and raved around. He thought that Nixon should have 
been determined to be a resident Bennett's hallmark is that 
despite the fact that he's an attorney he tends to ignore 
the facts and the law and does things by gut instinct rather 
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than reality and that can lead you right into the current 
situation 

You know that [Douglas D ] Doug Bell died Monday? He 
was the executive secretary of the Board of Equalization 
The funeral was yesterday He had retired the end of May 
the same time as my wife Anne did During the period that 
they were searching for his successor Bell continued to 
serve under contract as the executive secretary He became 
ill and it was diagnosed as cancer His successor had been 
finally selected but Bell died before ever enjoying one day of 
actual retirement This article is dated December 27 1987 

and involves an FTB case and I’ll let you read it when we’re 
off tape ^ But it resulted in a phone call 

[End Tape 6 Side B] 

[Begin Tape 7 Side A] 

Successor Jerry Goldberg 

HUFF This was the first conversation [Franchise Tax Board 

Executive Officer Gerald H. "Jerry"] Goldberg and I had 
where he actually asked for my advice We've had lunch a 
number of times and met at various events but I've stayed 
strictly clear of offering my advice In this case he 
actually asked for it It was triggered by [Sacramento Bee 
columnist Daniel] Walters' column. It says ’'Goldberg while a 
competent enough administrator is a far cry from his 
predecessor Martin Huff who was driven out of office for 
bucking the politicians and their private agendas and 
insisting on tough-minded tax collection regardless of whose 

2 

pals were involved. Goldberg goes with the political flow " 


1 "Old Tax Case Still Smelling " Dan Walters Sacramento Bee 

December 27 1987 p A-3 See appendix 

2 Ibid 
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Now this hurt Goldberg quite a bit He could see 
that every time Walters wrote an article involving the FTB he 
would pull up the same little three-by-f ive card and give 
Goldberg the same cheap shot He was asking for advice as to 
how to handle it The column involved a tax case m which 
Walters never bothered to check the facts with FTB It was 
written based on misinformation fed by Bill Bennett who 
didn't know the facts so the story is all distorted. 

MORRIS This was m the [Sacramento] Bee ? 

HUFF In the Bee My suggestion to Jerry which he did not follow 

was that it wouldn't do any good to try to write a rebuttal 
letter to the editor I said "You know it's in the paper 
one time and if you write a rebuttal and try to get into an 
argument with Walters he always has the last say and I don't 
think you're going to win." I said ''I would suggest that 
you write an op-ed article for the Bee in which you don't get 
into a rebuttal but you lay out the procedure involved m 
this kind of a case Because what Walters ignored and 
Bennett either ignored or was ignorant of is that the case 
was settled m superior court by a judge not by the staff of 
the FTB " 

Well I am critical of one aspect of it however if 
true and I have reason to believe it probably is—let's see 
if it's covered here. Oh "It's also been reported that the 
state attorney general's office disagreed saying the amount 
proposed was too low The attorney general of course is 
the lawyer who represents all state departments m court 
Departments do not represent themselves 

In my day we were the hard-liners always pushing the 
attorney general to take a tougher position m court. And 
here's the FTB staff wanting to settle for less than the 
attorney general which had never occurred m my day But the 
facts are that the settlement was made in court with the 
attorney general representing the state not the staff of the 
FTB and that's totally ignored here 


1 Ibid 
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The reason for my suggesting the op-ed article was that 
Goldberg ought to just lay out the process and show that 
it was a third-party decision. This approach would then let 
the readers make their own judgment and also educate the Bee 
a little bit 

Well he didn't follow my advice and Monday this ended 
up as an editorial This would never have happened if he had 
written the suggested article As a consequence Jerry’s 
been losing sleep and his chief counsel [Glenn Rigby] too 
Rigby is a fine lawyer who came over from the Board of 
Equalization. He is losing even more sleep AXO [FTB 
Assistant Executive Officer G Alan] A1 Hunter (currently 
Goldberg’s principal deputy) described him as the kind of guy 
who m order to make a personal phone call will go down to 
the public phone and put his twenty cents m the slot He's 
really hurting from this kind of slanderous and libelous 
treatment 
That’s too bad 

It is and it's hurting the department Goldberg the way 
he’s handled himself has made it appear whether true or 
not that the department is sort of eager and compliant m 
following political directions I don't believe that’s 
really as accurate as it appears but m terms o£ 

Goldberg assessed the situation m terms of how I handled 
myself and decided that if he's going to last he's got to be 
a "yes" man He has appeared to be a "yes" man FTB doesn't 
take positions on legislation they're even neutral on 
"turkeys " which I think I've mentioned before FTB's staff 
is not willing to take controversial or disagreeable 
positions And that has created this sort of aura which 
makes it possible to write something like that even though 
it's not strictly correct So the department's suffering and 
then you wonder I saw both Goldberg and Nevms yesterday at 
the funeral 

1974 Elections and the Politial Reform Act 


The '74 elections produced a lot of changes m the 
Franchise Tax Board starting with the FPPA 
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[Fair Political Practices Act] the political campaign 
audit function assigned to it 1 

HUFF Political Reform Act I've got that marked as the beginning 

of the end The two fellows on Secretary of State Jerry 
Brown's staff who drafted that—I can't even think of their 
names right now I call them Mutt and Jeff because one was 
really tall and one was short 

MORRIS [Secretary of State Special Counsel Daniel] Lowenstem was one. 

HUFF Lowenstem was one yes I can't remember the other fellow's 

name. Well Lowenstem called me when they were m the final 
drafting stage they'd actually drafted the act but they 
hadn't made a final decision on where to place administration. 
And the way he put it they'd gone down the list of all 
possible candidates including the auditor general the Board 
of Equalization the FTB creating a separate audit entity 
and all that. And he said "Your outfit was the last to be 
eliminated. So you're elected " I was unsuccessful m 
talking Lowenstem out of the FTB placement As a result I 
was quite discouraged because not too long before a 
legislative staffer had called me about a political reform 
bill m which the FTB was designated as the audit agency 2 I 
talked like a Dutch uncle and I convinced him to put it m 
the Board of Equalization. Unbeknownst to the Board of 
Equalization. [Laughter] I didn't consult them on that one 

MORRIS It went around as a bill before it became a ballot measure? 

HUFF No no. It was a ballot measure that's right. 

HUFF My biggest pitch to Lowenstem was that the function didn't fit 

our mission. It was incompatible. This was an inappropriate 
function because it put us into m effect political 
oversight when our hallmark was to be non-political 

MORRIS Well there already was a function—there'd been a previous 
requirement that campaign finances be reported 


1 Political Reform Act of 1974 as Proposition 9 proposed by 

initiative measure approved by the electors June 4 1974 ch 1-11 

sections 81000-91000 

2 Huff noted m a letter concerning his transcript that this 
bill was probably S B 509 (Alquist) and added that several legislative 
bills were introduced m the spring of 1973 whereby the legislature 
hope to ward off the need for the above proposition 
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Relationship with Secretary of State 1 s Office 

Yes to the secretary of state 
Right 

But there was no administration. It was all passive 
Whatever you sent m the secretary of state filed it and 
that was the end of it 

And the secretary of state's office of which Jerry was then 

incumbent 

They didn’t want it 

Didn't see it as a way to expand their role in the general 
structure? 

Well apparently not I have my own views on the secretary 
of state's office Since this oral history is by contract 
with the [State] Archives I probably ought to get a hold of 
myself [Laughter] 

Well m past interviews with other senior officials of state 
government I have heard the theory that the secretary of 
state's office it's been suggested that they don't need to 
be a constitutional office And I think the legislative 
analyst's office has something of the same thing. 

It is a ministerial office and is certainly inappropriate to 
be a constitutional office But it's worse than that because 
corporations have to file with the secretary of state. 

That's where the initial filing is That's where they get 
their name and number and everything We have a close 
interaction with them and unfortunately it's sort of a ping- 
pong effect The poor individual who’s trying to get a 
corporation set up ends up going to the secretary of state 
Then back over to us and back to the secretary of state 
All m all it's a very bureaucratic operation. 

When the secretary of state was forced out of SOB [State 
Office Building] 1 which now is named the Jesse M Unruh 
[State Office] Building No when they were moved out of 

the capitol—I take that back because the secretary of state 
was m the capitol and the treasurer was moved over to SOB 1 
The secretary of state was moved to the Public Market 
Building at Fourteenth and J [Streets] At that time when 
they were laying it all out I made a very heavy plea to give 
us desk space m the secretary of state's office make room 
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for us for one desk. Period So that when a citizen came m 
to deal with the secretary of state they could deal with us 
right there without having to walk out of the building 
Both for filing organizational papers and applying for their 
tax numbers? 

Right. Back and forth They couldn't find room for one desk 
for us They didn't want us that's what it was But I felt 
that was a sad commentary on their mind set m terms of 
serving the public 

This was during Jerry Brown's administration? 

[Secretary of State] March Fong Eu 

I'm sorry I meant Jerry Brown as governor March Fong as 
secretary of state 

But it was typical Did I mention about the number? The 
previous one? We tried to work on the whole question of 
common identification numbers with the Department of 
Employment the Board of Equalization the FTB and the 
secretary of state. But FTB had already climbed the 
mountain years before m automating its files and having to 
deal with the fact that the names—some of the names were 
just extraordinarily long and longer than we could store m 
the computer or provide for We had figured a way of 
handling it We cropped a name and then had a reference file 
with the full name 

So we're negotiating with the staff of the secretary of 
state to try to get them to automate their end of it because 
that would have made our job easier To them that was a 
major stumbling block. The law did not as they saw it 
permit them to tell citizens that they had to limit their 
[corporate] names to any length so theoretically names could 
be unlimited Because it was unlimited they didn't know how 
to deal with it m the computer I told them how to do it 
Despite the fact that there are hundreds of thousands of 
corporations there are only about three thousand that have 
names that were longer than would fit in our system All 
that was required was to set up a small cross-index file with 
those names m it. The SOS fellow I was dealing with almost 
had apoplexy on the spot and he died a week later [Laughter] 
I don't think I caused his death but I didn't help I know 
it didn't help his health 
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Fair Political Practices Commission 

So once the Political Reform Act was enacted 

We were the stuckee with the audit function 

Did it come with some budget to build that new auditing 

function? 

Yes but of course there were no regulations The Fair 
Political Practices Commission had to adopt regulations 
There was a lot of hassling back and forth over what the 
thresholds would be and various definitions and they were 
very weak-kneed I guess m their whole approach My 
approach was and I knew it would inevitably lead to trouble 
but I didn't want the job—but I was given the job and we 
were going to do it right Period. And that meant hard-line 
again. And of course we were dealing with all the 
legislators who hated this act with a passion. Even m 
proposing regulations I would testify to provisions that 
were clear and administratively workable and of course that 
isn't what they wanted. They wanted everything to be fuzzy 
and loose 

You had to take the regulations through to a legislative 
committee? 

No the commission adopted them but they held hearings and 
that kind of business Well then the legislature got busy 
Lowenstein and company had inserted a provision m the ballot 
proposition that said any amendments and changes to the act 
had to 'further the purposes of the act ' which was intended to 
defeat the legislature's obvious instinct to undercut it 
The legislature handled that very simply They started 
chipping away at the act and every time they put m a bill 
the last phrase m the bill was a statement of intention to 
'further the purposes of the act ' So the legislature bit by 
bit weakened the law 

Was Mr Unruh visible m this? By then he's treasurer 
isn't he? 

No he wasn't visible Unruh became a latter-day convert of 
substantive political reform Before I came to Sacramento 
based on my experiences as party treasurer and campaign 
treasurer for the '62 Pat Brown campaign I had all kinds of 
ideas for political reform and he wasn't interested at all 
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Unruh? 

Unruh At that time he was speaker and that was a different 
ball game It wasn't going to get anywhere 
At that point his concern was expanding the role of the 
legislature and its power? 

Well his power m raising funds and distributing them The 
single worst provision of the Political Reform Act was that 
it blessed the transferring of campaign funds I told 
Lowenstein and company that at our first meeting after the 
proposition had been passed by the voters Prior to that 
act transfers were always under a legal cloud If you raised 
money for your campaign implicit was that it was to be used 
for that purpose There was always some transferring of money 
but it was fairly modest and done with trepidation because 
somebody was afraid they were going to trigger a suit and 
they'd lose The Political Reform Act m effect the way I 
put it statutonally legalized and authorized the transfer 
of monies from one campaign to another I call it "laundering " 
By setting up regulations regarding 

Well it recognized and stipulated that you could do it 
In the act? 

In the act And that was the beginning of the end because 
that's how Willie Brown functions He raises money for one 
campaign fund and distributes it to another and of course 
he has the greatest fund raising capability of anybody 
Because he's the speaker of the assembly 
That* s his control mechanism Right 

Hadn't the Democratic caucus and the Republican caucus m the 
legislature done the same kind of thing? 

Not at the scale that it is now As I say it was 
relatively modest and done fairly quietly because they were 
afraid they would trigger something and they would get 
nailed But the act actually legitimatized the process 
And the Franchise Tax Board audit function was to keep track 
of all these transfers? 

Yes we had to audit the reports 

But did you have a role also in enforcement provisions? 

No that's the commission's role. FTB only had the audit 
function But you shoot the messenger They've done it 
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ever since the days of the ancient Greeks The messenger 
that brings the bad news is the one who gets shot 


CHALLENGES TO THE FTB EXECUTIVE OFFICER 
Controller Kenneth Cory 

Was that the point at which the situation began to become 
more uncomfortable with 

Well it started before Cory took office After he was 
elected and before he took office I got the word. It was 
passed to me through a reliable source who had picked it up 
that although I think I'd only met and done business 

with Cory once when he was a legislator He'd been a staff 
aide a chief administrative officer and then a legislator 
He had a committee and he was working on something and so I 
met him briefly 

He had a public ethics committee I believe The Legislative 
Ethics Committee 

I didn't deal with him on that. That's the first time I was 
aware of that That's a laugh [Laughter] That's putting it 

I couldn't find anything about it in the legislative sources 
I read But I found one reference I think in the 
California Journal that it 

That's putting the fox m to watch the chickens Well 
typically 

He was also on the Public Lands Committee 
It was Public Lands that he was involved in. That's the 
committee that I dealt with. But traditionally both in 
Congress and state legislatures ethics committees are 
toothless They do nothing They wring their hands and 
that's about the end of it 

But Cory was an Unruh raised and trained person—power 
for its own sake I wasn't his person so he wanted his own 
person in. It was no particular reflection on me per se 
other than I wasn't his minion. So high on his agenda was to 
give me the "deep six." Theoretically I didn't know this 
but I knew it before he even took office 
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According to your informant he had explicitly said that? 

Yes very explicitly No ifs ands or buts 
Regardless of the way the commission was set up? 

You mean the board? It didn't have anything to do with me or 
anything It's just that he wanted his own person. Somebody 
who would snap their heels together and say "Aye aye" 
regardless He's a dog trainer [Former State Chief 
Justice] Rose Bird gave me that one She said he treats all 
people the way he treats his dog that means "heel " This 
occurred one time when she had returned from a session with 
Cory trying to deal with the "Martin Huff problem " when she 
was [Secretary of the] Agriculture and Services Agency She 
just kind of shook her head about the whole thing 
OK so the FTB stayed m Agriculture and Services m the 
Jerry Brown administration. So Cory's first approach was 
through the Agriculture and Services Agency? 

No no He didn't have anything to do with that It was 
only later on that Rose as agency secretary having me in her 
agency went over and talked to him She thought she might 
try to ameliorate the situation. She was giving her 
perspective on how I functioned and the whole business but 
it didn't work I remember some of the various capers and 
games that he played but I don't remember them all That's 
why I have to go back and track through—I do remember he 
sent [Deputy Controller] Walter Harvey out to check on the 
department We gave him an office and a desk. Walter would 
come out and prowl around and try to stir up whatever he 
could. He just was never able to. Have you ever heard of 
Walter Harvey? 

No I 

Well he was a deputy He was a political appointee. He's 
the black sheep of the Harvey aluminum family which includes 
[former Democratic National Committeewoman] Carmen Warshaw 
And Carmen Warshaw is a Harvey Harvey aluminum. But no 
particular political connection between the two because I 
don't think he was hooked into her operation or anything I 
think he was either a nephew or a cousin I don't know where 
he fit in the family Agewise he's my vintage Carmen has 
to be ten years or so older than I am somewhere in there. 

So he could be either I never did know the precise 
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relationship and it never was of any consequence as far as I 
was concerned. I knew it but I never saw any evidence that 
it meant anything 

With the Franchise Tax Board having now a political audit 
function did the fact that Cory had had a lot of press about 
the appropriateness of his campaign contributions from 
[Richard] O'Neill and Louis Celia come into the Franchise Tax 
Board audit function at all? 

Not political reform 
Really ? 

No didn't get involved in political reform audits at all 

Because there had been questions about Cory's political 

contributions during the '74 campaign 

He got involved with us because of his tax returns 

Different function altogether 

But still a Franchise Tax Board function 

Oh yes But he didn't really to my best recollection in 
terms of—he did a lot of things behind the scenes I didn't 
know anything about but m terms of interacting with me and 
the staff I didn't see any evidence that he was involved 
very much with the political reform function. Of course he 
was a former legislator and so he had his own campaign 
reports that he had to file and had to be audited and that 
type of thing 

There were no questions raised m the audit 

Not to my recollection. I think that what he received was 

recorded and you know that's what the act is all about 

that you correctly and accurately make clear what you 

received and spent 

And then it's the 

It slopped over into his personal life because of his 
property holdings 

In challenges to his income tax filing? 

I have to amend that because I don't know what the answer is 
but I know he had a tremendous debt and he carried it for 
years right through to leaving office. He's been chipping 
away at the debt 
Campaign debt? 

Campaign debt Some of which was owed to himself but he's 
been raising money and paying off the debt all this time. It 
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was always kind of amazing to me that it was never—people 
like Dan Walters didn't pick up the story about this carried- 
over debt You know he was m office eight years and had a 
large six-figure debt the whole time 

MORRIS The same debt or did he pay it off and 

HUFF I didn't track it that carefully Whenever I would note it 

I'd say "Here it is " I don't know how it all came to an 
end or has come to an end Maybe it's still there I don't 

know Every once m a while there would be a story that he 

had a fund-raiser and he'd pay himself out of it or something 
like that I'm not sure even who he owed it all to whether 
it was all to himself I think a lot of it involved that 
land m southern Sacramento County some farmland 

There were various harrassments to the department that 
occurred under Cory's tenure one was an audit by the 
auditor general that we later learned was put together by 
Willie Brown and Cory instructing the auditor general to go 
m and find something on Huff This was [John H-] Williams 
Was that his name Anne?l This fellow was a CPA. 


Specific Request by Auditor General 

HUFF One rule we had m terms of outside audits whether it was 

finance auditors or the auditor general or whoever when they 
came xn to audit they came under the same confidentiality 
provisions that we did m the law We did not have any 
problem with them looking at anything on a random basis 
They could say "I want every tenth return " or whatever 
But if they asked for a specific return that rang a bell 
throughout the whole system when they asked for a return by 
name At this point I didn't know that—I only discovered 
later that Brown and Cory were the prime movers m sending 
the auditor general m 

MORRIS This is after Willie Brown is speaker and Cory is 


1 Mrs Huff sat in on the interview at this point 
occasional comments 


and made 
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HUFF No Willie Brown is chair of Rev and Tax [Assembly Revenue 

and Taxation Committee] No Ways and Means [Assembly Ways 
and Means Committee] Well he had Rev and Tax then he went 
to Ways and Means then speaker 

[End Tape 7 Side A] 

[Begin Tape 7 Side B] 

HUFF So as far as we were concerned it was another routine audit 

and didn't think too much about it until one of the auditors 
the auditor general's auditor asked for a specific return. 
That rang a bell all the way up to my desk I got on the 
horn to the auditor general and told him that we had this 
specific request and that this concerned us That this was 
inappropriate and we didn't know quite what it was all about 
and thought he should be aware that one of his staffers was 
doing it 

I didn't get a response back. Then we started looking 
at the return and I don't remember all the details but one 
thing led to another It turned out that that return was of 
a former client of the auditor general when he was m private 
practice This taxpayer still owed the auditor general—it 
was a bad debt situation. That really turned up a conflict 
of interest situation. Before it was all over the Joint 
Legislative Audit Committee was involved and the auditor 
general was given the 'deep six" and they had to get a new 
auditor general [Thomas Hayes] He's still there. He was a 
deputy that came out of the U S. General Accounting Office 
the comptroller general A very fine man. The operation's 
been as far as I can see very professionally and 
nonpolitically handled ever since 

MORRIS Sounds like there was some evidence that somebody knew what 
they might find when they asked for the 

HUFF Well I guess he was trying to get information on this from 

the client m order to be able to collect this old bad debt 
that was owed to him personally My chief counsel and I 
ended up over at the Joint Legislative Audit Committee—our 
role was really just to tell them what we knew We didn't 
get involved m all the machinations that went on we just 
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saw the end result The committee fired [Auditor General 
John H ] Williams and hired a new auditor general So that 
was the end of that foray by Cory Brown and Company 

The next one they tried was that they created this 
notion they were going to do an intensive survey of all the 
tax agencies by the Assembly Revenue and Taxation Committee 
chairman Willie Brown. The first one they were going to do 
was FTB We found out later that they had no intention of 
ever doing any of the others This was just another scam to 
try to ge t me 

The theory being that if you look at any agency closely 
enough you’ll find something to 

Yes and to make a big political thing out of it. So we were 
given this long detailed list of questions that went back to 
the inception of the department They spent a lot of time 
over at the Revenue and Taxation Committee compiling the 
questions Then we were given a very short lead time to 
prepare for a public hearing This book is the preparation 
for that public hearing 

This is almost a classic case of turning lemons into 
lemonade. It really was very beneficial to the department 
I had at one time as many as a hundred people working on 
this because of the short time frame. We were determined we 
were going to answer every question they threw at us What 
it did for us was it made us ask and answer questions about 
policies and procedures that had been m place for a long 
time and nobody had questioned. Unbeknownst to anything to 
do with the legislature there was a lot of self-questioning 
A lot of change came out of the process that no outsider ever 
knew about 

But we met the deadline The meeting was m Room 4202 
[m the capitol] which is now the Jesse Marvin Unruh hearing 
room the big one Willie Brown was to be in the chair It 
was his committee except that morning he was called to San 
Francisco over a—I think it was a very expensive VCR [video 
recorder] that he had received and there was some question 
about—this was a political reform audit question, and 
whether it had been reported properly and the value or 
something But anyway he was mandated to appear down in San 
Francisco at the very time he was supposed to be chairing 
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thxs meeting. So he had to turn it over to [Assemblyman] Vic 
Fazio who was the vice chair It was to be a two-day 
hearing It was a big room I decided to invite everybody 
who worked on that project to attend the meeting. 

Had you been thinking about this when you assigned them to 
work on the survey? 

No it's just when the time came I said "These people worked 
around the clock. It was a really intensive deal compiling 
and getting it together " I said "They*re entitled to see 
the end result" Also it was a good educational opportunity 
m terms of the political process So I invited them all. 
They constituted the main public My own people [Laughter] 
So I went up there and was there all day answering all the 
questions and at the end of the day Fazio said "Huff we 
haven't put a glove on you." That was his concluding 
statement There never was a day two There never was 
another agency looked at. That was the end of it Period 
Was Fazio someone you felt comfortable with? 

I was comfortable. I didn't feel he was out to get me or 
anything like that He was not a party to the plot 
How did Willie Brown get to be involved with Cory's plan 
to 

I have no idea Well Cory was an ex-colleague of his so 
they were cronies of some sort I have no direct knowledge 
other than the old-boy network 

And again possibly related to this political reform? 

I don't know But it was very dramatic anyway In 
retrospect it was all kind of fun although at the time it 
was very stressful of course You never know what you're 
going to get asked. The committee members were all primed 
with questions you know The staff had all given them 
questions to ask. 

Well then later on the board decided they were going to look 
at all individual tax records or just seme? 

The board? 

This is coming up to 1977 Franchise Tax Board 
I don't understand the question. Always distinguish when you 
talk about the FTB talk about the board or the staff 
The board 

The board was going to look at what? 
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Maybe you've already talked about it I thought it was that 
they wanted to go through all of the tax records which would 
be a monumental task 

No As a matter of fact they had passed a resolution back 
m the Campbell days because of [Board of Equalization 
member George R.] Reilly's attempt to get access to a 
specific return that precluded board members looking at 
individual returns without approval of the board itself So 
individual members didn't have access to returns [There was 
a brief period starting m 1977 when the board rescinded the 
1950 resolution to allow individual members access to returns 
During my tenure no member followed up with such a request 
The resolution was reenacted sometime after I left FTB ] 

They didn't raise that question again? 

That resolution was put back m place In connection with 
this conversation with Goldberg I asked him if he was aware 
of it and he said "Oh yes we're very much aware of it M 
In fact I think it was actually renewed m his time So 

board members do not have access to individual returns 
And then there was a fuss about who would hire and fire 
staff? Was that your deputy? 

Well m my view there was never any question about it. I 
think that should be put m context I mentioned the 
regulation enacted the day the Franchise Tax Board came into 
being m January 1950 m which all the authority except that 
reserved was delegated to the executive officer That 
regulation is still m place today untouched When Cory 
came aboard he viewed the FTB as his private fiefdom He 
was chair and he was m charge. Anything he said why 
you're supposed to do 

My view was I reported to the board not to the 
chairman I would do anything the board directed But I did 
not jump through the hoops for one member of the board and 
that was really the source of the conflict right there Cory 
never made a move to change that regulation, never even 
talked about it 


The preceding bracketed material was added by Mr Huff 
during his review of the transcript 
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Board of Equalization Chairman William Bennett 1 s Concerns 

He enlisted Bennett as an ally I learned this after the 
fact—at that point Bennett was chair of the Board of 
Equalization and therefore on my board. He enlisted 
Bennett's aid m terms of dealing with me. As Bennett later 
told me he gave Cory six months During that period 
Bennett was pretty tough to live with. Popping off and 
everything 

Gave Cory six months to 

Do his thing with me whatever He said to either do it or 
get off my back. After that six months Bennett flipped 
around 180 degrees and became my strongest ally 
OK I wondered about that because in the press clippings you 
can see that change and I wondered 

Right. It was 180 degrees Somewhere along m there I got 
to understand what made Bennett tick which helped I 
developed my own way of working with him. He had no staff 
lypically other board members all have administrative 
deputies He had a secretary who he designated as his 
administrative deputy but she was really just a secretary 
So he didn't have any real backup in terms of staff work and 
he would shoot from the hip He was just looking for 
headlines basically He had no follow-through no care 
about accuracy He's a person m my view absolutely dollar 
honest but intellectually dishonest His heart's in the 
right place but he's a loose cannon flying around on the deck 
I sort of developed some kind of a network. I don't 
remember how it all came about but somebody would alert me 
that Bennett was about to go off on one of his tangents If 
I could catch up to him—he's a hard man to catch up to 
because he disappears a lot and doesn't leave a very good 
trail His secretary doesn't know where he is most of the 
time But if I could catch up to him and talk to him about 
the problem lay out the facts give him various 
alternatives and give him a suggested course of action, he 
would listen and follow it and be pretty responsible. So it 
started to work very constructively as far as I was 
concerned. I didn't have any more trouble after that But 
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you have to get to him before he's gone public Once he goes 
public then he's locked into place 

Where were the governor and his Department of Finance 
director during this face-off with Cory? 

Not to be seen or heard from as far as I know 
Presumably they knew what was going on? 

I guess I wasn't privy to it There was nothing visible on 
their part. They tended to hunker down and tried not to be 
a part of it Like when Bennett was lined up with Cory the 
director of Finance and/or his deputy were not a party to 
it. They were just kind of silent observers 
By then wasn't Roy Bell director of Finance? 

Part of that time 
And he took no part 

Oh no He wouldn't touch anything like that. He was very 
careful m terms of the politics of this thing 
So you didn't get a sense of whether they were on your side 
or would have been just as happy to have the Franchise Tax 
Board less powerful 

They would like to have seen it all go away 
The whole tussle 

Yes I had this one board meeting I remember when Dan 
Walters was present Typically the press didn't come to FTB 
meetings but he was there. Cory was riding us on something 
and I stopped him cold. I said "Mr Chairman we've heard a 
lot I would like you to tell me what I or the staff have 
done that we shouldn't have done or conversely what we 
haven't done that we should have " He didn't have a word to 
say He changed the subject The real irony of it was in 
reflecting back, in terms of tax policy I can't think of a 
single instance where either policy-wise or philosophically 
Cory and I were not m sync on any point 
Really? He was a strong supporter of the 

All the issues that I was dealing with. And the things that 
he was concerned with I had no problem with those concerns 
But he would try to find something—I can't remember all the 
details—but there was a tough case a drug case involving a 
U S citizen who ended up m jail in Mexico It involved a 
crashed airplane drugs and the whole business We had 
followed case law m terms of the procedure. We had 
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meticulously followed case law We didn't agree with the 
case law but that was the law that we were supposed to 
follow Cory jumped on this because it did not procedurally 
protect the individual's rights sufficiently I had no 
disagreement at all but we were still bound by case law 

The courts then came along another court came along and 
turned it around So he tried to shiv us on the fact that we 
weren't following the new case law retroactively We had 
followed the old case law until it was changed. But that was 
the way he was That was an issue and he tried to make a big 
deal about it and he wouldn't let go. Things like that I 
think I showed you this before didn't I? 

Oh that's nice "Here lie the mortal remains of Martin 
Huff " How did they get the 

That's my father's headstone at Golden Gate Cemetery I did 
that I brought that to a staff meeting one day 
You composed this ^ 

I composed the whole thing The significance of it is the 
date 

August 1 1977 

Legislators' Per Diem Expenses 

That gets into a whole other issue we haven't talked about— 
the audit of legislators m regard to their per diem 
expenses That's a complex issue but the whole picture had 
changed because of the change m the state constitution that 
made the legislators full-time and increased their pay and 
every thing and they gradually 
That was Prop 1A?2 

I think that was it. As a consequence of that over time 
very imperceptively they would all—not all—but m varying 
situations would buy homes here m Sacramento Some of them 


1 See illustration next page 

2 Constitutional Revision (ACA 13 Res Ca 139 1st Ex 

General Election November 8 1966 




Here lies the mortal remains of 


MARTIN HUFF 

Mute testimony to what happens 
to old executive officers who 
get stuck with reviewing the 
tax returns of the entire Legis¬ 
lature on the issue of "tax home" 
and legislative per diem 


August 1, 1977 
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would have a home here and nothing but an address xn thexr 
dxstrxct No substantive residence xn the district at all 
As many different situations as you can imagine Well 
whenever things change so gradually like that it’s hard to 
come to grips with. When things really changed was when a 
court case came down m Michigan that was on "all fours " Do 
you know what that term is all fours? 

No 

Well that's a legal term of art where the facts of the case 
match exactly the circumstances that you're dealing with. 
Typically a court case will have variations and it doesn't 
match right on but if it's on all fours all four feet that 
fits It's an exact fit 

This Michigan case was an exact fit to the California 
problem As a result the IRS [Internal Revenue Service] 
started an audit program nationwide on legislators We gave 
a great sigh of relief because we had been looking at the 
problem The minute they picked up on it that took us out of 
the political aspect where we would be looking at our 
legislators and all the ramifications of that This meant 
the IRS auditors were doing it We would get the fruits of 
their audits through the revenue agents' reports to us 
Whatever their determination was we could apply our law and 
follow through that way 

Well this stirred up a hornet's nest like you've never 
seen before This is when [Assemblyman Leo] McCarthy was 
speaker The legislature the two houses started lobbying 
efforts back in Washington to try and get the federal law 
changed to get them out from under this whole question. The 
problem there was that anytime congress dealt with the 
legislative per diem issue they were also dealing with their 
own They never wanted to deal with the state legislators' 
problems until the timing was right to deal with their own. 
[Laughter] So it was always kind of locked m there 

This became the absolutely hottest most intense issue 
m the legislature. There was no issue involving public 
policy or concern for any individual welfare programs 
public health or anything that was as important as that one 
issue to the hundred and twenty members of the legislature. 
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I've never seen anything so intense. I didn't get the full 
import on it until one time I'm back m Washington m 

what's now called the Hall of States over on the Senate side 
There's a building that has all the state associations m it. 
The National Legislative Leaders Conference is one of those 
organizations I met and was talking to the chief staff 
person there because NATA [National Association of Tax 
Administrations] had its offices m that building also 

A fellow learned that I'm the tax administrator from 
California. "Holy Smokes " he said "You guys are really 
giving us a lot of trouble." He wasn't talking about me he 
was talking about California. I said "Well what are you 
talking about?" He said "Well we get calls every day from 
the speaker's office from the president pro tem and 
everybody under the sun." He said "In all my ten years' 
experience staffing this operation I have never run into a 
single issue that has had as much intense interest and taken 
up as much of our staff time as this one issue " 

Were other states' legislators flapping about it? 

Not to the degree that California was It affected other 
states but it was California that was giving them the 
business I have no real knowledge of the other states' 
roles He was focusing on California. But he was speaking 
nationwide m terms of his function. He had never run into 
anything like it 
How had it surfaced here? 

Through federal audits 

The IRS had raised the question? 

They were auditing individual legislators The first time 
they did one bells rang all over the legislature. 

OK was it a California legislator's audit where they first 
raised the question? 

No Michigan. It was a Michigan case that set the scene 
When the IRS started their audit program they set up a 
special project because of that case It wasn't just 
California but m most of the other states the legislators 
don't make very much money so it's not a significant issue 
They don't have the rich per diem provisions that they have 
here in California. 

Have you heard of the law of unexpected consequences? 
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Right They spent thousands and thousands of dollars 
lobbying back m Washington to get the law changed and they 
finally were successful They had to go through several 
sessions and they finally did it. When that happened the 
IRS dropped the whole project like a hot potato they were 
out of it. We were left holding the sack. We weren't out of 
it they hadn't changed our law They could have changed our 
law overnight if they'd wanted to They hadn't touched on 
it they ignored it completely 
The legislators 

The legislators yes The Cal if ornia tax law and 
they had not conformed to the federal change or anything So 
we were stuck with the case law That's when I brought this 
[picture of headstone] m to the staff [Laughter] I said 
"That's the beginning of the end " I said "We don't have 
any choice We're going to walk the plank." And I walked 
the plank. That's really why I left two years later 
It sounds as if along the way you had made recommendations 
to various legislative committees on other laws 
Oh no I never went near them 
On this issue? 

No and that was a conscious decision on my part because it 
would have been a political 

You would be suggesting a way out of their political 
Well I'd gotten sucked into the whole thing. I couldn't 
have handled it m any other way than 

What about legislators with whom you had developed good 
working relations over the years? 

Like Nick Petris I never talked to him about it at all until 
it actually blew up 

And he never talked to you about it? 

No 

That's remarkably inspirational 

It reached the point where I spent a lot of time with my 
legal people drafting a letter and agonizing on how to deal 
with this problem I finally felt that the only way to do it 
was a letter from me to my chairman chairman of my board 
that I couldn't go directly to the legislature So I laid 
the whole question out in a letter to Cory Laid all the 
problems out including the fact that their present method 
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unbeknownst to them that seemed so simple was very complex 
and very inequitable because although the rule was the same 
in effect it treated every legislator differently because 
every legislator's circumstances were different 

The guy who was getting screwed more than anybody else 
was [State Senator] James Mills the president pro tempore 
because he lived m San Diego He was m the most unfavored 
position m terms of the per diem because he had to fly to 
San Diego all the time You had people like the ones locally 
here who didn't spend a dime and yet they were getting—and 
everybody got the per diem They had to take the per diem 
The legislators didn't want any of their colleagues second- 
guessing them and being knights of 
Pure 

YesI So people like—this is a matter of public record so I 
don't have any trouble talking about it—but [State Senator 
Albert S ] A1 Rodda who didn't even have a local office 
reported it as income and paid tax on it which was perfectly 
proper 

Because he didn't have any per diem expenses 
Yes he didn't have any expenses But that was one extreme 
and Jim Mills was the other I laid out all this I laid 
out the problems some suggested solutions everything When 
Cory got that letter he treated it as a can of gas thrown 
into a fire. He never showed them that letter He ran over 
to McCarthy and he ran over to Mills and he said "Huff is 
out to get you " 

Really? 

Cory finally felt he had what he was looking for all this 
time He never presented them with that letter When I 
learned that he had done that that's the first time I went 
to Petris Of course by that time the fires were burning 
rather hard 

Petris said "Why didn't you talk to me about this 
before?" I said "Well I didn't feel it was proper or 
appropriate I didn't feel I could " I said "The fat's m 
the fire now so here it is " It was right at the end of the 
session and they grabbed a bill—I didn't know anything about 
all this going on but they grabbed an innocuous bill 
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[Begin Tape 8 Side A] 

Procedures for Appointment and Removal of Executive Officer 

HUFF Cory and Company and his author [Assemblyman Richard] 

Lehman I think was his name Wasn't that right Anne? 
Lehman? From down m Fresno or Hanford way A technical 
bill that did nothing It was m free conference They 
gutted it and put m the provision that eliminated the two- 
thirds confirmation by the senate of my the executive 
officer's appointment and removal 1 And reported that out 
Lehman took the bill up as the author Dan Walters was on the 
floor and by his count—I got this verbally from him—there 
were twelve members on the floor when that bill was passed 
Lehman reported it as a technical nonsubstantive bill 
He was dishonest m what he told the twelve members that were 
there. Three members had enough moxie to read the bill and 
saw that it was not technical and nonsubstantive and they 
voted "no " But there were only twelve members on the floor 
But that bill was reported out This is the classic ghost¬ 
voting case It then went over to the senate It was only 
when it was voted out of the assembly and went over to the 
senate that I got wind of it. It was the very first I heard 
anything was going on. 

So I got a hold of Nick and told him about it that it 
was coming over He went into action I don't know that 
this is a fact but I am led to believe that that bill was on 
call as long or longer than almost any bill has ever been on 
call on the senate side It went on for hours and hours and 
hours It included all kinds of long distance calls by Cory 
and Harvey to all these people m the districts of the 
various senators trying to get people they knew to get a hold 
of their senator to try to influence him Cory worked that 


1 A B 939 197 9 Reg Sess Cal Stat ch 1203 
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bill He was allowed on the floor and he worked the bill 

which is against the rules 

This was with Senator Malls as pro tern? 

Mills was the prime—he'd gotten Mills stirred up and Mills 
was on his horse and he was going to carry this through 
Mills didn't check it out with anybody in the Franchise Tax 
Board as to what the details were? 

Never Never once Nick went to Mills and tried to talk him 
out of it but he was unsuccessful I guess Nick and Mills 
had some pretty strong language Nick was able to hold the 
line for a long long time Finally what broke it was 
somebody [Senator Alfred] Alquist or somebody like that 
finally agreed that at the next session they would modify 
the law that bill to provide for concurrence m the 
appointment but not the removal They would reinstate that 
Concurrence of the senate? 

The senate right. Based on that assurance one or two votes 
shifted and that was enough to get it off the floor and send 
it to the governor [Edmund G Brown Jr ] That did it 
That was the sort of the compromise that got it through 
To set up a protection for the executive officer 
No no Just conforming it to the typical gubernatorial 
appointments that are confirmed but with no provision for 
senate concurrence m removal But this was only a promise 
It wasn't m the bill They weren't changing the bill So 
the bill went to the governor Cory got to the governor 
The governor never checked with me. None of his staff ever 
talked to me on it. Cory sold his bill of goods The 
governor made history on that one He allowed it to become 
law without his signature and had a message with it This is 
the first time that's ever happened m the history of 
California because the purpose—you either signed the bill or 
vetoed it with a message But if you allowed it to become 
law without signature it's because you didn't want to touch 
it or be associated with it and there was never any message 
It has never happened before or since to the best of my 
knowledge 

What was his message? 

Well it was a stupid statement It was factually incorrect 
He just didn't understand what the law was It's around here 
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somewhere. Whoever wrote it for him didn't know what he was 
talking about This was over a weekend I had determined to 
myself that if the governor allowed that to become law that 
was it. I wasn't going to consult staff because if I did 
that they'd turn all the forces to work to convince me not 
to So I had predetermined my position. When it became law 
I was going to be out I was not going to be there 
Did you talk to your family about it? 

They knew how I felt Of course this was m September and 
it wouldn't become effective until January The governor did 
allow it to become law without his signature and I called a 
press conference immediately That was only my second press 
conference m sixteen years Nixon and this one. Two press 
conferences The only thing that staff convinced me to do m 
preparing for the press conference after I told them what I 
was going to do was to take one word out of my statement 
They convinced me not to call Jerry Brown a coward. It 
turned out that Bennett called him a coward anyway 
In commenting on the same decision 

Yes [Rummages] Something here Oh I ran into this 

document This is written by Dave Brainin of all people 
That's Finance's recommendation on the bill to veto it and 
that's their suggested veto message which of course was 
ignored 

So the bill got comments by the Department of Finance Is 
that customary on Franchise Tax legislation 9 
Oh yes 

[Reads] "I have instructed the director of Finance not to 
take part m any action of the Franchise Tax Board that would 
have dismissed the executive officer until such time as the 
legislature has reconsidered this matter " Brainin's [draft] 
veto message I see 

That was the [Sacramento] Bee editorial 

This is an editorial for September 20 1979 after you left 

or 

No That's right after the governor allowed it to become law 
without his signature I left December 30 
The Bee editorial refers to Gory's grab for power Who 
writes the Bee editorials? 

I don't know who wrote that 
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HUFF No Jerry's father 

MORRIS Oh Pat Brown right " You are one of the most 

courageous independent and fair men that I have ever met 
I am proud that you were part of my administration " 

HUFF He was furious 

MORRIS "Regret my son's failure to veto this very unfair bill " Had 
he tried had he talked to Jerry? 

HUFF I think he talked to him I don't know He called me 

afterwards and then followed up with a telegram 

MORRIS Must have been a relief to be out of the frying pan 

HUFF Best decision I ever made Sixteen years is too long 

MORRIS Had you thought that earlier? 

HUFF In my wildest imagination I didn't think I'd be around for 

more than five 

X CONCLUDING THOUGHTS 

Federal Executive Institute 

MORRIS But had there been points along the way when you had thought 
of resigning and trying out something else? 

HUFF Oh yes If anything had come along you know I was a 

candidate for comptroller general There was also that Nixon 
vacancy I would have considered anything that came along 
The key to my leaving was my attendance at the Federal 
Executive Institute That comes under the Office of Personnel 
Management in the federal government It's down in 
Charlottesville tied into the University of Virginia. It's 
m a separate facility It is for the highest level federal 
civil service executives Through the Intergovernmental 
Personnel Act state and local governments get an opportunity 
to fill some of the slots They don't fill them directly 
One of the things that happens is that every federal 
department has to sign up m advance and pay for the slots 
that they sign up for So there are paid-for slots and the 
tuition is I don't know three or four thousand dollars or 
something like that. Inevitably people designated to go and 
who meet the criteria—things happen and they can't go Then 
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their back-up can't go and it reaches a point where they 
don't have anybody and they've got a paid-for slot. At that 
point pursuant to the Intergovernmental Personnel Act 
there's a mechanism where they're authorized to hunt around 
and find somebody m state or local government who can go 

I discovered this little phenomenon. And most 

bureaucracies can't respond very quickly When I found out 
how it worked and the timeline was always—they would call 
you on a Thursday and if you could have somebody m 
Charlottesville Virginia on Sunday fine That's the kind 
of lead time you would get It's not very much. Of course 
they would call and they wanted me because I was the one who 
really qualified. My people were sort of a little below 
grade for it 

Who was the original person supposed to take this slot or 
were you the original? 

I was the original but I couldn't do it The first few 
times it came around timewise I just couldn't fit it in. 

Who did I get to take my place? There were quite a few 
[Assistant to Executive Officer] Ray Mills [Assistant 
Executive Officer Operations] James Gentz [Assistant Chief 
Counsels Legal Division] Tom Muraki Larry Counts and James 
Hamilton [District Manager] June Ota. Because of her lower 
level June went to one of the shorter classes (three weeks 
instead of seven) 

Different years? 

These were are all m different years What happened was I 
learned how the system worked and I would get somebody like 
Mills to go because he was able to respond quickly and got 
him back there Ever after I then watched the timing of the 
classes I always had it on the calendar and I always had 
somebody preselected. Somebody I had talked to and thought 
was appropriate to have this kind of training. I had them 
with their bags packed just m case we got a call That is 
what it amounted to. As a result we were getting the lion's 
share of these slots 

One of my problems had always been that the legal 
division really didn't have enough administrative experience 
and depth They were a bunch of lawyers I one time had to 
bring an attorney [Crawford Thomas] up from San Francisco to 
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be chief counsel because m my opinion none of the assistant 
chiefs were capable of stepping into those shoes Then when 
Thomas retired I brought m Bruce Walker He was a CPA and 
an attorney but had come up via the audit route—that's 
another story I'm going to cover—but I made him chief 
counsel as sort of a pinnacle to his career But I was 
concerned about trying to get the three assistant chief 
counsels ready to compete. So I ended up getting all three 
assistant chief counsels back to the institute 

Eventually I went myself My attendance really was 
seven weeks and was the first time I ever had the chance to 
stop and contemplate my navel and think about who I was and 
who I wanted to be. It included a field trip My field trip 
was to New York City We surveyed the whole criminal justice 
system of the city of New York the prisons the police and 
the court system 

Well yes A really different area of administration 
It was a very exciting experience and I think from then on I 
was ready to step down 
Remember when that happened? 

That was m *77 or '78 somewhere in there 
In the middle of this sniping procedure by Cory 
That's right 

Chief Counsels of FTB Thoughts on Attorneys 

Let's see if I've got the sequence right I had sent Counts 
to one Counts was the attorney who as assistant chief 
counsel was most visible to the board when it had meetings 
So there was a board meeting [Cory's assistant] Harvey had 
turned up that Counts was back there but the board didn't 
know anything about it Cory used that as an excuse to stir 
the pot and make some trouble You asked about personnel 
At the board meeting Cory asked for Counts as if he didn't 
know anything He really knew When I explained that he was 
away they raised holy hell because I hadn't gotten 
permission from them You know I didn't have to have 
permission from them. Bennett raised hell about it Bennett 
raised hell because he was jealous that the Board of 
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Equalization could never move or decide or do anything that 
quickly 

And so I ended up getting six or seven people to benefit 
from that experience Eventually the opportunity came and I 
attended. They were tickled to death to have me go because 
that gave them seven weeks where they could poke around when 
I wasn't there I said "Be my guest " It must have been in 
'78 I don't remember specifically 

What was the problem with getting the kind of chief counsels 
that 

Because they were just attorneys They were not 
administrators simple as that. If you're an attorney 
you're usually an attorney because you don't want to be an 
administrator 

Well then how come there are a lot of attorneys around who 
do a lot of administrative things 9 

They don't do a very good job at it as a general rule 
What about attorneys as legislators of whom we have 
increasing number? 

If I had my way I would not allow an attorney to be a 
legislator 

Even though some of your best friends are attorneys? 

Right I would also not allow attorneys to be judges 
Really? 

Yes I feel very strongly about it 
Why is that? 

Well they get all the wrong training and experience If all 
your preparation and your work style and your ethics and 
everything are as an attorney and you're put m as a judge 
who has to deal with attorneys you're very sympathetic about 
putting cases over The whole syndrome with which attorneys 
are—attorneys never like to come to closure and they don't 
like deadlines They always put everything off Judges are 
very sympathetic to that They're all ex-attorneys I 
subscribe to the French school that believes that you ought 
to have a special academy to train judges and that they 
should not be attorneys 

That's interesting because the French system of government 
has been held up at various times as being one of the most 
complicated and overlapping and 
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But those are other aspects I'm just zeroing m on the 
judiciary People can't do everything that's bad* I also am 
an advocate of the parliamentary system too 
In which you can decide that the 

The executive is responsive and the government falls when 
they can't sustain an issue And then you have an election 
and the House of Commons is—what's the term they use? It's 
a word of art but the election is m six weeks flat. We had 
a Labor MP [Member of Parliament] here as a guest last year 
He was explaining how he became a member of the House of 
Commons He only had three weeks because it took them three 
weeks to decide on the candidates That's an interesting 
story We're going to get to see him 
Are you going to take Concorde [Supersonic Transport]? 

Yes Both of us 
Congratulations 

Choosing Huff's Successor 

Did you have a role in consulting or suggesting your 
successor? 

No not at all As a matter of fact it was a long process 
They designated [William] Bill Mackey as acting He was one 
of my top people. Then they designated [Robert] Bob 
O'Connor I think that was the right sequence. But there 
were two actings during the period m which they were 
searching for Goldberg who was director of revenue in 
Missouri 

It was a national search? 

Yes 

This sort of states it doesn't it? It has to do with taxing 

multi-nationals 

Well that's another story 

That gets you into 

Well that had to do with the treaty I didn't really talk 
about the treaty 

We talked about the treaty but not the legislature's role 
Brown flip-flopped on the treaty Cory and I were together 
on the treaty and Brown was on the other side So that's a 
different aspect of it But I think I did state that when 
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the U S Senate refused to ratify the treaty that was the 
first time in the history of the country that a tax 
convention had been turned down. 

Who supervised this national search 7 

I have no idea. Let me back up a minute I think when the 
board picked Mackey there was a female director of Finance— 
what was her name? 

Graves Mary Ann Graves 

Graves I think she picked Mackey I also believe that when 
they picked Goldberg and I don't remember all the details 
now but I don’t think it was Cory’s choice I think he 
ended up having to go along with it 

That's ironic if the reason for the whole crusade was for 
Cory to have someone that was his person m that job 
I just wasn’t close to the dynamics of all that. I wasn't 
p r ivy t o 

Did you once the final person was acquainted and confirmed 
did you provide any orientation? Were you asked not to? 

None none I chose not to although I met Goldberg early on 
and on a number of occasions had lunch with him and have 
been over to his office I've never initiated anything He 
hadn't until this column came out Last month was the 
first time by phone that we ever really had a discussion on 
anything substantive or procedures or anything And the 
first time he ever asked for any advice 
But you had met each other before this? 

Oh sure. Right from day one But I mean that's over eight 
years 

I was thinking coming into California into a job that's 
right smack m the middle of the governmental system must be 
a challenge 

Of course he came from one that was a hot spot too Missouri 
was very difficult It had a much broader focus Our focus 
in terms of the laws to be administered was relatively 
narrow He had motor vehicles and all other taxes m 
Missouri 

He's in a state where all the revenue goes through one 
agency 

Right and in which the press practically sat outside his 
office every day 
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At all tunes just as a matter of 

Just looking around. Whenever nothing else was going on 
why they'd poke around his place 
Yes Well I can understand 

Importance of Continuity and Seniority in Public Administration 

What were the lessons of the experience of going through the 
meat grinder at the end of your years at the Franchise Tax 
Board or what are the most important lessons from your years 
of public administration? 

Despite the fact that I had only thought of five years and 
the fact that I think sixteen is too long there is a 
necessity for continuity over a reasonable period of time 
because you just can't make the bureaucracy move without a 
stretch of time. There's a lot of waiting for the correct 
timing. There's a lot of nudging. There's a lot of 
training motivating, and these all take enormous patience 
and time to achieve real results 

We're talking about George Bush—George is that his 
name’ Bush? The fellow Bush. The vice president 
[Laughter] He has this great resume but he's never stayed 
anywhere long enough either to do anything or to be held 
accountable for what he did He's had no impact You know 
he's been m the CIA [Central Intelligence Agency] been 
ambassador to China been a congressman all these things and 
it's all just words on a resume No real solid 
accomplishment 
That's an interesting point 

As I used to tell my people "You're better off with somebody 
who isn't quite the ultimate m terms of the finest 
administrator m the world or whatever but who has some 
continuity m terms of carrying through on programs being 
able to evolve a program and bring it into being and then 
have it function." 

Better off than somebody m the elected position 9 
Well having somebody of lesser stature than having a series 
of brilliant people run through the place The Department of 
Employment is the reverse example where they've gone through 
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so many directors m my time up here that the people m the 
department can't even remember who they are 
How does it apply to legislators? Some people say that the 
more seniority you've got m the legislature the more power 
and authority you have and other people say throw them out 
and get new ones every two or three years 

Well the old rolling stone principle "The rolling stone 
gathers no moss " That's looking at it from the outside 
Keep rolling them over until a good one is elected. The 
California system's a little different Of course the 
congressional system leaned heavily on seniority m the lower 
house for years but seniority doesn't count for quite as 
much now In California a freshman legislator I think 
moves into the system faster and becomes more significant 
than m Washington I think there's a limit to how much 
seniority—it depends on the individual 

Take Senator Petris He is the dean of the 
legislature^ He is the most senior legislator But he has 
chosen by virtue of his own personality and inclinations 
not to be a power broker He is not one of the main power 
brokers m the legislature Sure if he wanted to be and 
wanted to be chairman of a powerful committee he could be 
but that is not the role he sees for himself 
What is the alternative m terms of what you do with 
seniority? 

Well I don't think you can ignore seniority but I think it 
can be—now are we talking about m a legislative context or 
executive? 

Well let's stick with the legislature you know Senator 
Petris is if he's not a major power broker 
He's a major influence but not a power 


[End Tape 8 Side A] 


[Begin Tape 8 Side B] 
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He hasn't had a real contested election in a number of years 
But some years back he was going to be contested so we were 
concerned about his campaign and the issues and everything 
We did a lot of research on the bills he carried. We didn't 
turn up a lot of bills that were enacted with his name on it 
That kind of worried us at first So we started digging 
deeper What we found was BCDC [Bay Conservation and 
Development Commission] initiated by Petris and carried 
several sessions 1 That deals with seniority right there 

Any time anybody introduces a new subject or a new issue 
or a new proposed solution m legislative form it usually is 
not even paid attention to until it’s been through the cycle 
two or three times and until its time arrives so to speak 

Senator Nick Petris 


One of Nick's unique characteristics is his ability to look 
ahead or to look out and see public issues that need to be 
resolved and formulate legislative solutions But he's 
always way ahead of his time 

In the case of BCDC he had carried that several times 
When its time came Gene McAteer was preparing to run for 
mayor of San Francisco McAteer wanted to be the lead author 
because that would help his campaign. Nick didn't have any 
trouble with that at all and handed him the bill So 
McAteer s name is up front on that bill 
And Petris' name is on the Lanterman-Petris-Short mental 
health bill ^ 

That's another one like that. typically Nick was more 
interested m getting it enacted than taking credit That's 
what we finally determined and we had to dig deep behind all 
these bills He's the only legislator m the history of the 
country as far as I know who ever introduced the same bill 


San Francisco Bay Conservation and Development Commission 
Stats ch 1162 p 2940 Section 1 Title 7 2 
Lant erm an- Petr is- Short Act 1967 Cal Stats ch 1667 p 
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into six state legislatures at the same time on the same day 
That was to abolish the internal combustion engine Of 
course this was long before the federal government did 
anything on the whole question of air pollution. He was so 
far ahead of his time that everybody laughed. They thought 
it was a j oke 

In your experience what other legislators do you hold in the 
same kind of respect you obviously do Nick Petris? 

None None are m his class at all But I'm biased there 
too 

Well you've known each other a long time 

Yes that's right We've grown up together But he's never 
lost the common touch To this day he is not impressed with 
his own importance It's a real interesting thing 
But he also projects a very elegant image 

Oh absolutely When he gets up to speak on the floor of the 
senate everybody stops and listens He has a golden tongue 
He really does It's amazing 

Accomplishments of the FTB 


Let's finish up with you. What do you feel were the major 
accomplishments m the Franchise Tax Board professionally 
and technically? 

Enactment of withholding of course was a threshold My 
long-term defense and expansion of the unitary concept and 
worldwide combination. Affirmative action. I was talking to 
the personnel officer a couple of weeks ago on another matter 
and I asked him how they were coming in the ethnic mix, 
because this is another one of those programs where it takes 
years to have impact You can't do anything overnight. I 
felt that these were seeds that I had planted. I wanted to 
see how they were flowering 

Blacks are 8 5 percent against a state figure of 6 8 
Hispanics are 14 5 percent against a state mix of 17 2 Now 
you have to look at that m terms of statewide There are 
more Hispanics m other parts of California than there are m 
Sacramento FTB employees are concentrated m Sacramento so 
it's a little short there. Asians 6 5 percent against 3 6 
statewide 
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The Araerxcan Indian is an interesting one. The American 
Indian stats have all changed. The way they used to handle 
it is if you said you were an Indian that’s what they put 
down. But it turns out that that's the one ethnicity m 
which there is a record an absolute record. The tribes on 
the reservations have good records You now have to tell 
what tribe you belong to and they can then track and verify 
whether you are legitimately an Indian or not according to 
blood mix and what fraction. If you're m their records then 
you're an Indian if not then you're not an Indian The 
prior Indian stats are kaput' 

They really dropped down 
Oh yes Everywhere 

Oh that's interesting. And the Indian tribal records are 
now the standard for determining 

That's my understanding. And m FTB it went from thirty- 
seven people to four as a result 

Isn't that fascinating? Usually when there is talk of census 
methods the argument has been that there are more of us and 
the ethnicity has been underrepresented. This is an 
interesting example of the other way around m terms of 
available public funding. 

Yes Our disability figure, we didn't have any statewide or 
any other figures to compare to but 5 1 percent of the 
employees of the FTB are disabled [1988] I asked the 
personnel officer specifically about the deaf program It 
has not expanded but the same people are there. It's still 
viable But it has not expanded. That's a little 
disappointing. It's ten to fifteen people something like 
that 

So they have done well by staying 

My single greatest contribution as far as I'm concerned—I 
think I mentioned that before—was opening up the lines and 
eliminating one-position classifications so that there are 
now four entry-level positions m the department and an 
individual has the potential to go right straight to the top 
m one progression. It took ten years to accomplish that. 
Was there internal resistance to that idea? 

Oh all kinds of internal resistance sure. If you've got a 
position that's just carved out for you—that's part of why 
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it takes so much—you have to wait for people to die move 
or retire You can't just wave a wand and change all those 
things Yesterday I was at a retirement luncheon for the 
chief of information services at FTB People from outside 
the department that were there asserted that FTB is number 
one m the state service m the use of that technology Most 
sophisticated and advanced users of EDP and communications 
technology 

More so than the Department of Finance? 

Oh Finance is neanderthal as far as I know 
Really 

Well they have a function there that has oversight on 
everybody but they don't have the same hands-on experience m 
the department I guess they're into the use of the 
technology but they're not one of the leaders at all as far 
as I know 

They now have m FTB two thousand terminals Two 
thousand! It's getting so it's almost one-on-one m terms of 
permanent employees The telephone Taxpayer Assistance 
Program is supported by 140 terminals during tax season 
that run from 8AM to 10PM extended service There's 
nothing like it m the United States or the IRS or anything 
because those people are trained to answer questions 
directly They don't bounce anybody around. If they can't 
answer it there's a supervisor that plugs right m and does 
answer it 

That’s all done m Sacramento or is that out m the district? 
In Sacramento right out on Bradshaw Road You're going to 
go out there pretty soon to see the pipeline I hope 
Pipeline's up now 

Only if there's somebody who will do my tax returns 
Yes [Laughter] 

How does the Franchise Tax Board compare with the statewide 
statistics on length of time employed m the department and 
the amount of turnover m 

I don't have any specifics but I would guess it's pretty 
good 

Somebody said there were lots of second and third generation 
employees? 

At least Oh sure. Well anybody who was raised m this 
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town there's a pretty good chance that they worked as a 
temporary employee of FTB at some time It's as simple as 
that Because of our massive use of temporary help 
If somebody were going to—you know a bright young person— 
were going to come m and wish to get to be executive director 
of the Franchise Tax Board what would be the things that you 
would see as 

Well you won't get there by working up from the bottom 
because that's not where they get executive officers But 
you can get right up to the civil service top if auditing or 
analysis or the whole tax area was the person's bag if 
that's what they were interested in. Excellent training for 
attorneys If you want to become a good tax attorney m the 
income tax field go to FTB and then go out to private 
practice 

Do many people do that? 

Most of them stay But they can go if they wish The ones 
that have left for private practice have been very 
successful 

Well it sounds as if the executive officer requires some 
political savvy as well as technical expertise 
Oh absolutely Oh yes. Very much so You have to know 
how to survive m a political environment which includes 
being political enough to know how to be nonpolitical I 
think that was my biggest asset I knew how to be 
nonpolitical because I had been political Hardly anybody 
ever has that coming m with them And then of course I 
had a professional background also 
Right 


[End Tape 8 Side B] 
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[The following chapter was written by Huff in completing his 
review of the interview transcript ] 

There is so much that has been left unsaid 

1 The story of Hale Champion's last official act as finance 
director—signing a letter to the printing plant authorizing pursuant 
to law the removal of the governor's name on FTB stationery and tax 
pamphlets I used that document as the basis to remove the FTB 
members* names as well as the executive officer's (One of my early 
acts as executive officer was to overrule my house counsel m order to 
delete Campbell's [John J my immediate predecessor] and not 
substitute mine on hundreds and hundreds of forms to avoid the waste 
involved in reprinting forms whenever there was a change at the top I 
had done this as auditor-controller m Oakland also ) 

2 How we caught up to tax delinquent Gina Lollabngida and the 
part played by her hotel lock box and jewels 

3 How the FTB made it possible for Charlie Chaplin to return to 
California for one last time and the commentary on the lack of 
diligence on the part of the Sacramento-based media in that they never 
picked up on the agreement (a public document) approved by the State 
Board of Control 

4 How I handled the only legislator m my sixteen years who 
tried to involve himself in a tax case 

5 The story of my head-to-head confrontation with Caspar 
Weinberger (when he was director Department of Finance) over his 
desire to insert a blatantly political letter signed by Governor Reagan 
in our 'estimate tax bill* mailing and how I maneuvered Weinberger 
into backing down 

6 The story involving President Nixon and his state tax 
liability as part of the fallout from Watergate (Virtually all 
newspaper accounts of this case were factually incorrect ) 

7 The behind-the-scenes story on Governor Reagan's tax return 
and the year it became a cause celebre. (I instituted an intensive 
investigation led by one of my special investigators teamed with an 
investigator from the attorney general's office to assure objectivity 
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It was their professional conclusion that the information had. not been 
leaked from the FTB ) 

8 The story of all the preliminary steps required to be ready 
for the enactment of Income Tax Withholding including going through 
two computer upgrades the negotiation of the lease with Aerojet 
General the move to Aerojet (two weekend stints around the clock [63 
hours each]) utilizing most of the moving vans available m northern 
California the frustrating negotiating sessions with the Department of 
Employment and how it was all accomplished with mirrors i.e. no 
budget augmentation 

9 The story would be incomplete without my brief description of 
"Establishing Income Tax Withholding" as set forth on pp 54-58 from 
Martin Huff "From Grassroots Politics to the California Franchise Tax 
Board 1952-79 " Regional Oral History Office Bancroft Library 1986 
publication California Democrats 1 Golden Era 1958-66 

10 Another cross reference is a compilation of press clippings 
entitled "Martin Huff - 1977 - A Vintage Year The hallmark of most 
of the articles written during that period was their factual 
inaccuracy Cory and company acted as if statutory change was 
required for them to alter the relationship of the board to the 
executive officer All the board had to do to re-acquire any or all of 
its statutory authority was to repeal or modify the existing 
regulation. The rub was that there was never a time when two of the 
three board members were together on the issue 1 

11 The story on Governor Brown Jr signing his first bill—it 
was an FTB bill changing the rules on the oil depletion allowance 

12 The sidelight event of the planting of a redwood tree m my 
backyard to commemorate what would have been my dad's 84th birthday 
(1977) on the day that I was apprised by a staff assistant to Governor 
Brown (Jr ) that he was reversing his position on the US-UK treaty 

13 The interesting session in my office with the chairman 
Inland Revenue (UK) and the British MP who would personally handle the 
US-UK treaty m the House of Commons 

14 The dramatic vote on the floor of the U S. Senate when the 
US-UK treaty failed ratification and leading up to that finale how the 
FTB under my leadership took on Governor Brown Jr our two U S. 
Senators (Cranston and [S.I ] Hiyakawa) three presidents (in 


1 With Huff papers in the California State Archives Sacramento 
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succession Nixon Ford and Carter) and the U S State Department and 
the U S Treasury Department and won 

15 Operation "Burr under the Saddle" was an ad hoc self-starter 
group within state service It worked to eliminate the many roadblocks 
to the equal treatment of women in the state establishment I was the 
senior and ranking member of the group 

The best tales of course are not tellable because they fall 
under the constraints of the confidentiality laws There were cases 
involving legislators department directors and the relative of a 
sitting governor all of which I had to handle personally 

The achievements that will have the most lasting impact on the 
department involve personnel and EDP [electronic data processing] The 
former involved recasting the civil service classifications to 
eliminate career blind alleys and to provide a double track career path 
for auditors and tax representatives To accomplish these objectives 
took time (about a decade) patience and per server ance. The latter was 
the way the department was able to stay abreast of EDP technology 
In my late youth when struggling to determine my career 
objectives I vowed that one kind of work I wanted to avoid assiduously 
was that of being a salesman. It was therefore a shock when I realized 
one day that as a department director the only charter I really had was 
a "license to sell" and that was my primary function 1) to make 
voluntary compliance with the income tax laws easier 2) to convince 
the control agencies of our needs (dollars personnel materials 
equipment and housing) 3) to sell the legislature on our programs and 
proposed legislative changes and 4) to sell my own staff on new ways 
to solve old problems 

My secretaries all played key roles in allowing me to function 
effectively During the latter half of my tenure I managed to keep 
two secretaries more than busy Margaret Adams (now deceased) had come 
over from Equalization with John Campbell and stayed on with me until 
she retired Pat (Silva) Wilson became a management analyst and is now 
home raising a family Edie Hill is currently an Administrator I 
reachable on the II list (m Collections) R Jean Weathers went on to 
become Jerry Goldberg's secretary and Anna M Giuntini has been just 
appointed an Administrator I (m Collections) Penny Helfnch (now a 
tax representative in Collections) and Misao Hirabayashi served as 
secretaries to others but were very effective back-up supports to me 
and my secretaries I couldn't have done it without them 
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When I stepped down as executive officer after 5 965 days (sixteen 
and one-third years) m the hot seat my principal worry was that 
based on the experience of others I would suffer severe withdrawal 
pains I never had a single pangl After considerable thought I 
finally determined that the underlying reason was that when I was sworn 
into office I accepted the responsibility for it as a trustee As 
such I felt I held the position only one day at a time (I never 
accepted m my own mind the statuatory protection that came with the 
position ) Furthermore I felt I had an obligation to pass that 
trusteeship on to my successor m better shape than received By 
avoiding a sense of ownership there was no sense of loss when I left 
The department X took over m the fall of 1963 was a low - profile 
operation (the conscious policy of my predecessor) that functioned m a 
fairly pedestrian manner with a staff that was professionally competent 
and functioned at a high level of integrity (Campbell kept such a low 
profile that when the doers and shakers cast about among the 
departments for guinea pigs to try new methods and procedures no one 
ever thought of the FTB At the time I left the department whenever 
anyone m the state establishment wanted to try something new the FTB 
was one of the first that popped into mind because we had become 
pioneers and pacesetters on so many fronts during my regime ) 

I am also grateful to my wife Anne who for forty-four years 
has stood by my side and put up with it all 

Former State Controller Ken Cory would probably be shocked to 
learn that I carry no animus toward him at all By getting the removal 
provisions of the law changed he provided me with a valid reason and 
an appropriate time to step down. In retrospect that is one of the 
better decisions I made over the course of my life span. Except for 
the political imbroglios that were thrust upon me and which I wouldn't 
walk away from almost every minute of my state service was 
interesting challenging and fruitful I don't think anyone can ask 
for much more 
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Since this is the last tine I will report to the Board I will take 
adiantage of the occasion to summarize and comment on changes within 
the departnert during my six'-een-plus years as Executive Officer 



152 


In tha fiscal year ending in 1963 the department utilized 1 270 work years 
to administer its two programs the personal Income tax and bank and corpora¬ 
tion tax Approximately 4 8 million personal income tax and 116 000 bank and 
corporation tax returns were filed During this pre-withholding period only 
73 000 personal income tax refunds were issued 

The department spent $10 million m generating revenue of $600 million Self- 
assessment activities were managed at a ratio of $148 for each $1 cost while 
deoartmert assessments were $6 31 net revenue per $1 cost 

In the fiscal year just ended 2 661 work years were expended on the two 
major tax programs plus political reform auditing and the three property 
tax assistance programs which had been assigned to the department in the 
_nter\ening years 10 million personal income tax and 300 000 bank and 
corporation tax returns were processed Almost 8 million personal income 
tax refunds were issued 

Total departmental cost to collect $6 5 billion net revenue from the two tax 
programs and to administer and issue claim payments m the three non-tax 
programs v,as $65 3 million Self-assessment was managed at a ratio of $215 
per $1 cost while department assessments resulted m $11 39 net revenue per 
$1 cost In summary personal income tax and bank and corporation tax returns 
have more than doubled revenue is eleven times greater and the assessment 


to cost ratio has almost doubled 
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While this growth is impressive the changes from ^hich I derive my greatest 
satisfaction are not as easil} quantifiable but are in my opinion of greater 
importance 


4fter more than a decade of persistent hc-mmering away at the State's civil 
service system we managed to achieve significant breakthroughs which allow 
greater growth and development possibilities for the staff 

Today an employee can start with us m any of the entry level classifications 
“ clerical ta representative auditor or analyst - and potentially progress 
m a straight line to tne top of the civil service system in the department 
To the best of ry 1 nowledge this is not possible m any other department in 
State se>-v^ce Through establishment of career ladders use of rotation and 
training and development assignments the department has created opportunities 
xor motj.va ed persevering people to e pand their capabilities and to progress 
lhe 'T’cst signfic«nt development is that the clerical path is no longer a dead 
end 

At a time vhen the State Personnel Board was awakening to the need this 
department nad strong effirmati/e ection and upward mobility programs *.ith 
an establlsned syster for monitoring our progress 

We have pioneered in career development for professionals \ T o longer does the 
professional have to choose between becoming a supervisor or topping out at the 
jourm_v~an level Ve no*, have *.0 super-professionajL classifications above that 
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level As a result we do not run as high a risk of gaining a poor supervisor 
at the expense of losing a top-flight professional This is especially critical 
for the best auditors whose value to the State is immeasurable 

The department has been m the forefront m the employment of the deaf I do 
not take personal credit for this because the program originated with and was 
pursued by the department’s clerical staff My contribution was creating an 
environment m which such a development could happen 

In preparation for this final report I asked a member of the staff to interview 
each division chief for a personal perspective of these last sixteen years 
While differing m emphasis the common threads in all of the assessments were 
mtegnt) d\namism leadership in EDP persistence and the unyielding determi- 
na ion to do what was right regardless of the consequences 

The department is nationally recognized for the quality of its administration 
We are a trendsetter and a quantum leap ahead of ^ost of the other states and 
m many areas the fedeial government 

Cui integrity is beyond reproach There have been no scandals uithin this 
department in the last sixteen years This does not mean that there has been 
no wrongdoing It means that wrongdoing - although infrequent - has been dealt 
with promptly and appropriately 
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During my incumbency I have committed my share of errors in judgment These 
errors and those of the staff have been used as valuable learning tools 
rortunatel} the errors were rot catastrophic and were correctable I am 
s tisfied that the mistakes that have been maae were no intentional Our 
goal of not making the same mistake twice has been met 

As a measure of the departments integrity we have been delegated authority 
b\ thw control agencies considerably greater than that allowed nary other 
a oarnents In ou~ disagreements -Jit^ the Legislature and tne Administration, 
we hav 0 been oo^n and aboveboard If we bcx^eve the law or rules are unfair 
01 umust, ic doi T try to go around them we try to get then changed In 
to- ^-c-'ce of 0 a“t-.- , g the* whanged up have complied even vren “hey were 
ir oar cnanao" unrea-is^-c or occasionally bordered on the absurd 

rhe depa^tmen^ ha^ been an innovator j.n electronic aata proce3cm fa We long 
ago recognized the necessity of u-ing thi technology to i< s fullest in 
managing our ''rkloaf with maximum ef“ective^ess and effxc ency The staf r 
is continuous!^ open and alert for possible improvements m the system We 
have -eqacntly a^en it out of our hice to moro/e ♦•he system and to be 
prepared fo future developments 

It uas a combine ion this cinnamic pproa^h, utilization of d">ta processing, 
and advance p 7 niting \ hich enabled ^ to apidly and radically ch-nge our 
entue system a ter the State's down-to-the wire enactment of withholding 
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Within an hour after the final vote on withholding was cast, copies of the 
48-page employer booklet were m the hands of the individuals responsible 
for implementation at each of the State's 32 largest employers The individuals 
had been pre-identifled and counseled so that they were as prepared as humanly 
possible to deal with the impossible three-week deadline they were handed 
Those 32 employers plus the federal government who already had received 
embargoed copies of the booklet represented over a third of the covered 
employment m California The balance of the booklets - some 450 000 - were 
in ''he mail the morning following passage by the Legislature and 12 hours 
before the bill 7as signed by the Governor At a later time I intend to tell 
the full story of just hov effective and efficient our bureaucracy functioned 
in this the most critical challenge m the department's 50 year history 

Today every public service district office within the State is on-line with 
the computer and can lianedlately access taxpayer accounts Any California 
taxpayer regardless of where he lives can visit any district office m the 
State and be given the details on his personal income tax account During 
my incumbency we also have upgiaded the quality of our physical facilities 
and equipment so that our staff can function more effectively 

As has been discussed at every Board meeting Since the event occurred I must 
continue to remind the Board that the severe cut in the Information Center's 
capability needs to be restored immedic.tely If it is not I will be very 
happy that I am not around to 1 ave to deal with the catastrophic consequences 
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of that inaction As it is, even with prompt restoration the credibility 
of the service has been so seriously damaged that the harmful fall-out Wxll 
be felt for a very long tune 

We have a closer workirg relationship with the U S Internal Revenue Service 
than with any department m State service As a result of this v.e regularly 
e {change - fona fc ior tc improve our enforcement of the tax laws The aepa’-"- 
Tent’s \_f>crous r iling enforcement program is an assurance to everv California 
taxpavur that o-^rrs are not avoiding paying their fair share of the tax burden 

Over tne vec-'s we have stronglv resisted Congressional intervention in State 
ta> i atter° lavo not only resisted Fece"al takeover we ha/e become 

preem_nc f tn'-Cv.ghou *-he world _n de/eloping and reining the unitary method 
and x o^ldT iac combination Our solutions for dete-mning the income of multi- 
s^ate ana mult-natio ral co porations are r ar more equ_table and more effec xve 
thar those relied upon by the Internal Revenue Service This struggle existed 
befo e rv mcu~Dcney and will not end ^l^h my retirement Tne high caliber of 
the department’s management and its civil service staff coupled with innovative 
and chilled leadership leave me confident that the department will continue to 
be a \ ond le-iuer ir the field of corporation taxation 

A recent xicica _jti cf ou r leadership role is an invitation that I have accepted 
to participate in j sem nar or taxation to be held in London in mid-February 
One of the participants will be Sir William Pyle Chairman the Bo^rd of Inland 
Revenue United ! gdom wl o recently visited us in California 
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The United States/United Kingdom Treaty struggle m the U S Senate broke 
new ground in a number of ways The initial vote on the Senate floor was 
the fi-st time in the history of the nation that a tax convention had failed 
to receive the necessary two-thirds vote for ratification The margin of 
victory was so thin chat every person who assisted m the effort made the 
c ltical difference between success and failure The successful removal of 
Article 9(4) was even more impressive in view of the opposing positions of 
three U S Presidents, our two California U S Senators and the incumbent 
governor 

I have touched on only a few of the many accomplishments that this department 
has achieved during ny tenure In stepping down, I accept full responsibility 
for anv mistakes or eirors m judgment that I or the staff may ha\e made during 
this period P t the same time, I wish to make it clear that most of the 
achievemerrepiesented the individual accomplishments of others on the staff 

Ir August 19C3, upon being sworn m I inherited a high caliber staff and a 
good ooeration I have done what I could to build constructively on that 
foundation When compared to bureaucratic organizations in California and 
elsewhere I must conclude that we are the best There is still room for much 
improvement however I trust that my successor will accept and meet that 
challenge 

I ohall always appreciate having had the opportunity to function m this capacity 
and for the high level of personal satisfaction that has resulted from that 


service 
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f 



160 


Mr Willi* Well, I was going to bring it right 
into my backyard because we questioned the California 
man on this yesterday and I must say facetiously because 
I complimented him so much that I couldn t use any more words 
X wouldn't have tried to cross-examine him because to try 
to do so would have been like trying to lasso an oyster 


From Testimony - Before the Committee on the Judiciary 
Special Subcommittee on State 
Taxation of Interstate Commerce 

Friday January 28 1966 
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Personality In The News 


THE SACRAMENTO BEE^ 
Sunday April 14 1 968] 


Efficiency Is No. 1 Concern 
Of Tax Chief Martin Huff 


By Derek Pogson 

Whatever his public image 
may be as the No 1 man in 
the state s tax collection opera 
tion Martin Huff insists he is 
hornless and not a bad guy 
Even that description may 
seem somewhat self-effacing for 
a public servant but Huff is 
not too worried about enhanc 
ing his role as executive officer 
of the State Franchise Tax 
Board 

His prime concern is the effi 
ciency of the whole board In 
fact theoretically he could be 
talking himself right out of a 
job by supporting establishment 
of a State Department of Reve 
nue 

Huff does not have the gnm 
harried look which might be ex 
pected of a man whose job 
brings him into direct contact 
with that rawest of public 
nerves — the pocketbook 
He has a pixieish twinkle in 
his eye and smiles easily wheth 
er the subject is the political 
hot potato known as personal 
income tax withholding —which 
he favors — or a discussion of 
white-water riding on Idaho s 
Salmon River 

His office contains many of 
the trappings of the modem ex 
ecutive Carpeted floor book 
case large desk soft chairs for 
easy conversation and curtains 
diawn to drown out the rush of 
tiaffic past his P Street office 
window 

On a wall hangs a magnificent 
view of downtown Oakland 
where Huff served as auditor 
controller before he came to his 
current post in 1963 


Busiest Season 

Huff and his team at the 
board are approaching their 
busiest time of year a period! 
made all the more harrowing 
by the massive hikes in state 
personal income bank corpora 
tion taxes the collection of 
which is the board s prime func 1 
non 

Huff says his office is looked 
upon by other departments of 
state government as among the 
more frugal and chintziest 
The revenue producers (as 
opposed to service departments) 
have always had a more mea 
ger existence by reputation 
says Huff a statement which 
might conjure up visions ol 
Dickensian Bob Cratchits 
scratching away with quills by 
the light of a single candle 
Far from it 

Its a very viable depart 
ment We have established a 
good reputation for receptive 
ness to change and new ideas 
new concepts 

Pioneer Program 
Huff is proud that his depart 
ment was chosen in 1966 as the 
pioneer of a Work Measurement 
and Controls Program The aim 
is to achieve better use of man 
power 

We were looking for an op 
eration — measuring clerical ef 
fort We were satisfied that it 
had real potential 
One of the problems m de 
ciding on the programs adop¬ 
tion says Huff was that it had 
been used so rarely before m 
government Such was his con 
fidence in the program that he 
committed himself to saving 
$403 200 in the 1967-68 budget 
As of March 31 $392 000 of that 


figure had been lealized 
Other evidence of modern 
technology is the use of com 
puters which match federal and 
state tax returns to snare the 
nonpayers 

Huff favors establishing a 
State Department of Revenue 
even though it would mean 
abolishing my job 

From the public admimstra 
tion point of view the concept is 
better in terms of taxpayer re¬ 
lations There is a strong case 
for it 

Hustling Operation 
Cobwebs would be hard to 
find in the Franchise Tax 
Board particularly in the tem 
perature controlled atmosphere 
of the data processing section 
where returns are compared 
Huff s relentless search for effi 

ciency is exemplified by i h e 
taxpayers to the 400 000 needed 
for employers to file their de¬ 
ductions 

Huff describes the mobility of 
Californians as a massive 
headache for his department 
and one for which withholding 
would be a partial palliative in 
that we at least would have an 
approximation of their liability 
Unknown to many Californians 
not connected with state gov 
eminent nor with the taxing 
agency is the reputation the 
Franchise Tax Board enjoys 
outside the state 
Says Huff 

We set the highest standards 
in the world We are without 
peer m any of the other 
states 

The board has 1 250 perma- 
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nent employes (it doubles 
around this time of the year 
to handle returns) to serve 5 
million taxpayers 
Huff points out that India 
with less than a million persons 
paying taxes but not using self 
assessed taxation employs 20 
000 civil servants to collect 
' Jiem 

Of the future of taxes Huff 
believes the pressure must be 
taken off property taxes by 
shifting the load to personal in 
| come tax because it is more 
equitable and based on the abil 
lty to pay rather than on a 
wealth or consumption test 
Wartime Service 
Huff 45 served in the Mer 
chant Marine during World War 
II He is a 1949 graduate in 
business administration from 
the University of California at 
Berkeley Prior to his city job 
in Oakland he was a certified 
public accountant in private 
practice there 

He is vice presiderit of the 
United Crusade of Sacramento 
and has served on the Board 
of Directors of the California 
Society of Certified Public Ac 
countants 

He and his wife Anne live at 
1909 8th Ave and have three 
children Roger 21 Douglas 19 
and Susan 16 



Martin Huff 
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Politics In Review 





By Richard Rodda Political Editor 


REACTION — The knee jerk reac 
lion to President Richard Nixon a 
nonresidency status for state income 
taxes is that its determination was po 
lit ically motivated 

After all the State Franchise Tax 
Board which administers California 
Income tax laws is controlled by Re 
publicans 

It may come as a shock then to 
those who read partisan politics into 
every utterance of a public official 
that Martin Iluff executive officer of 
tho board is a former Democratic 
party official 

Huff was Northern California tiea 
surer of the Democratic State Central 
Committee in the 1950s and early 
60s He was treasurer of the Edmund 
G Brown for governor campaign in 
1962 when Gov Brown defeated Nix 
on He was treasurer of the Kennedy 
campaign in 1960 when Nixon nar 
rowly defeated President John T 
Kennedy in California 


RESPONSIBILITY — Iluff as 
sumes full responsibility for the dec! 
sion whereby Nixon escapes payment 
of California income taxes on his 
$250 000 salary Why? 

The rea on is simple Huff ended 
his political career in 1963 as he ac 
oepted an appointment by the former 
Franchise Tax Board composed of 
Aim Cranston state controller Hale 
Champion director of finance and 
John W Lynch chairman of the State 
Board of Equalization All are Demo 
crats 

Although the party in control of 
tho board has Ihe right to name the 


executive officer the job itself is re 
mo\ed from politics by virtue of the 
fact tho only way an incumbent can 
be fired is by a two thirds vote of the 
State Senate A Republican legisla 
ture in 1949 wrote this safcguaid into 
the law in reorganizing the old fran 
chise tax commissioners office The 



first executive officer of the newly 
created board was John I Campbell 
long time civil servant who retired in 
1963 


BACKCROUND — Huff came to 
Sacramento from Oakland where he 
served as city auditor controller He 
is a graduate of the University of Cali 
forma Berkeley with a degree m 
business admimstialion and holds a 
masters degree from California State 
University Sacramento He is a certi 
fied public accountant 

Bruce W Walker chief counsel of 
the board drifted the legal opinion 


supporting Huffs ruling Walker is 
an attorney a Cl A and a veteran ca 
reer civil servant The reasoning be 
hind the decision is that the income 
tax law minimizes the domicile of a 
taxpayer in reference to payment of 
income taxes In announcing his deci 
sion Huff suggested this could be 
corrected if the leg! lature so wished 
Houston I Ilournoy Republican 
state controller and member of the 
tax board was quick to suggest the 
change be made and Assemblyman 
William T Bagley R Mai in County 
followed through by introducing a 
bill to close the residency loophole 
m California s income tax law 
It is to the credit of one Democratic 
lawmaker that he refrained from in 
troducing such a bill lest it be inter 
pret cd as a shot at I he President 


BENNETT OBJECTED — William 
M Bennett member of the State 
Board of Equalization may claim 
credit for bringing the President s tax 
question into the open with his 
charges Nixon lives in San Clemente 
and votes in Orange County 
But the tax board had been quietly 
looking into the case since early 1970 
and was prohibited by the confiden 
tiality statutes from saying anything 
about it m public It was only after 
the White House waived the protec 
lion of confidentially that Huff was 
able to open his mouth 
Bennett engendered paitisan poll 
tics into tne controversy As a Demo- 
ent this is his right 
But Huff s role was strictly nonpo 
htical 


16 4 


bt l k luy (( \) 

ine INDEPENDENT and GAZETTE Tues S'pt 18 1979—5 



S\niAflfENTQ (/\P; — Ihd directoi 
pf i libtfal tax reform group says state 
Copt idler Ken Cory Warns-fo fnea top 
state tax official tb please big bu m 6 ss 
and aid fils ownj)oli'ticaJ career 

Jonathan I eWis t^kecufive director Pf 
the California Tax Reform Association 1 
tqld a nfiws conference Monday that 
Cory is guilty of one of the rankest poiil 
ical actions of this ^eni 

He slud th 6 affair pould become an 
isstie m Gov Edmund Browh Jr 5 pi Osi 
dential utd jf Brown go£s along with 
Cory s move 

Lewis criticized a bill strongly sup 
ported by Cory one of three members Of 
the state Franchise TJx Ho ird that 
would I efnovQ a provision lOqmring 
two tDndS approval Qf the Senate befoie 
the boards executive officer Martin 
Huff coulp be fired 


CorJ was lot iVai(ibl( lor comment 
3 ^ ^ Il ^ e ^dtied Coiy Wrjs laying to 
tue finff 01 appepse the business Com 
miintty 

The aide, John Jervis, sard t|ie control 
ler doesn’t have that in mmd at all 
But 1m indicated that Cory might use the 
bill as leverage on Huff 

lie has been disturbed that the 
Eicmchise Tax Rdaia his not been able 
to mike aAdtteve policy cai ried out that 
the board was the tail being wagged b\ 
the dog Jervis, said Without ehboiat 
mg 

Asked Foi comment Huff said It he 
can give me 1 specific on th it I would be 
happy {0 comment on it To the best of 
my knowledge we have lespondetl to 
e.\er> i-eqaest of the boai d 
The bill was appleted Trjdiv m the 
do ing holus of the legislative scs ion 


and is iwaiwng action by Brown who 
Mifipizod Huf£ irt his first term about 
tms[ness ta polity 
Lewi coni lifted the measure 4 B<H 9 
by iSse-mhlyman Richard Lehmai 
DFiesno could lead to Nixon style 
ibuses of the tax system citing a di pute 
in which Hufi refused to release tax hies 
to individual TTB members 

You ne turning over d ,y to day ad 
mimstialign of the agency trorn a civil 
servant with a fine leputalion to three 
politic ans lewis said Thatmaktsus 
veiy veryneivous 
I owis contended Huff s past ittempt 
to tax legislators daily expense money 
wis laigely 1 esponsible for passage of 
the bill * 

Huft said he rnei ely pointed out that 
the money might be taxable He also said 
nis stuff audits legislative campaign re 
ports r 
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McClatchy News Service 

SACRAMENTO - William M 
Bennett chairman of the state Board 
of Equalization asked Gov Brown 
Tuesday to veto a bill that would cut 
sharply into the independence of 
Franchise Tax Board Executive Offi 
cer Martin Huff 

One day earlier Executive Direc¬ 
tor Jonathan Lewis of the California 
Tax Reform Association also at 
tacked the bill and defended Huff 

The executive officer of the Fran 
chise Tax Board has been insulated 
from firing because of a requirement 
that two thirds of the state Senate 
must concur in his dismissal by the 
FTB 

But the Legislature in a last 
minute move Friday passed a bill to 
which had been added an amendment 
that would allow the three-person tax 
board to fire its executive officer 
without permission of the upper 
house The amended was added at 
the urging of state Controller Ken 
neih Cory who has been feuding with 
Huff for several years 

Bennett who serves on the board 
with Cory and the state Director of 
Finance warned that Cory is tam 
paring with the most sensitive agen 
cy in state government by attempt 
ing to cut into Huff s independence 

This is not a decision that was 
made by the Franchise Tax Board 
Bennett said It was one member 
acting on his own 

Bennett charged Cory with knuck 
ling under to multinational corpora 
♦tons over the issue of the unitary 
tax Under the unitary tax formula 
supported by Huff assets of a corpo¬ 
ration can be taxed on the basis of 
how much of its business is done in 
California 

Bennett called Huff the barrier to 
the visit of multinational corpora 
tions to the land of permanent non 
taxability 

And he added The roadblock (to 
removal of the unitary tax) is Martin 
Huff 

Cory s press secretary Jolin Jer 
vis said Cory remains an opponent of 
the unitary tax and that his opposi 
tion to Huff s policies has nothing to 
do with that issue 
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The Attempt To Get Huff 


From the time of his ippomtment by 
former Gov Edmund G Pat Brown 
Martin Huff has been the outspoken mcoi 
ruptible and highly competent executive 
officer of the Fianchjse Tax Board the 
agency which runs the state s income tax 
system Through the years he s drawn the 
fire of politicians uked by his indepen 
dcnce and blunt ways and when formet 
Gov Ronald Reagan maneuveiod to get 
him fired by the Franchise lax Boaid in 
the late 1960s the Lcgislutui c acted to insu 
late his post fiom political attack by u 
qumng a two thuds vote of the st ite Sen 
ate toappiove his dismissal 

Today Huff s independence is undei new 
attack this time by an alliance between 
his longtime ctitic state Controller Ken 
Coiy and legislators angiy because Huft 
moved to tax their $46 a day expense al 
lowance 

A measuie eliminating the two thuds 
vote tequnement heavily lobbied by Coiy 
slipped thiough both houses during the 
Lcgislatuics hectic find sessions The 
lawmakcis i el all uoi y motiu s ucobvi 
ous of course but this pernicious piece of 
legislation goes furthei than mcicly to 

get Mai tin Huff the min It would 
i emove the ci itic ally impoi t ini msul ition 
from political influence ind oressuics 
which California s tax chiel — whoevci 
holds that office — cle u ly should have 

Cory s longstmding opposition to Huft 
stems as much from personality clashes as 
fiom Coiy s known determination to ?ule 
the Trinchise Tax Bond is he pleases 
and thiough it tosei ve his political imbi 
tions One of then most substantive b itiles 


came when Cory switched his position 
and cl ashed with Huff over the state s uni 
tary taxation of major coipoiations Huff 
stood his giound and the unitary system 
has suivived Cory s attack and proposed 
legislative dismantling 

In that battle Huff championed the taxa 
non of corporations income as measuied 
by total operations and not just those in 
California In the course of the struggle 
howevei Huff was also opposed b> Gov 
Brown who like Cory earlier suppoited 
the umtaiy tax but switched his position 
aftei piessure fiona Japanese automakcis 
eonsidci mg expansion to California 

It s not surprising that Huff is thus the 
target of powerful politicians he has of 
fended by his stout independence But the 
present issue involves more than person al 
itics 01 policy differences on taxing mat 
ters The question is whether the admims 
tiative chief of the state s income tax sys 
tern should be a creature of political pres 
suies like those emanating from Cory s 
giab for powci or from the vengeance ot 
lawmakers The aticmpt to make Ilutf s 
lob vulnerable to the whims of the pol h 
ci ans oi political appointees .vho sit on the 
Tianchisc Tax Board gravely dissolves 
evciyone who pays taxes in California 
Taxpaycis would have cveiy right to 
wondei if the tax system is f an and fi c< of 
politics 

While Gov Biown may have honest dil 
feiences with Huff he should put the 1 
ei mteiests of good government above 
those diffei cnees and piotect Huff s offici 
by vetoing AB 939 the bill removing the 
acquired two thirds Senate vote for filing 
th state s chief lax officei 
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•» SACTO UNION 

5Sf20 - ra ftv Cory vs. Huff 


Independence is an admirable 
trait but not necessarily when it is 
embodied in somebody else That 
seems to be the philosophy of state 
Controller Ken Cory and the Legisla 
ture in theii disturbing efforts to clip 
the wings of Marlin Huff the state s 
chief income tax collector 

As the executive officer of the 
state Frarichisc Tax Board Mr Huff 
is unique among state officials in 
that he cannot be fncd unless the 
state Senate approves by a two 
thirds vote As a result there has 
been more than some tension in 
recent years between Mr Huff and 
the board which consists of the state 
controller (Mr Cory) the state 
director of finance and the chairman 
of the state Board of Equalization 

But the Lcgislalule had good rea 
son to give special status to the 
executive offtcer of (he franchise 
Tax Board It recognized the need to 
insulate the person in charge of day 
to day operations of the board from 
politically motivated meddling in tax 
matters by board members or their 
appointees 

As tax board member William 
Bennett slid this week the potential 
would be there for a rerun of Inter 
nal Revenue Service scandals that 
involved the Nixon administration s 
enemies list 


But such matters obviously don t 
bother Mr (ory who has been 
trying for several years to reduce 
the authority or get rid of Mr Huff 
He says the executive officer who 
has been in the job for 16 years is 
unresponsive to the boards 
demands 

Last week in the hectic last 
minute maneuvering of the Legisla 
ture as it prepared to adjourn the 
controller succeeded in gaining 
approval of long sought legislation 
(AB939) It would allow the Fran 
chise Tax Board to fire Huff without 
Senate approval and also would 
make board orders superior to those 
of the executive officer 

The ball is now in Gov Brown s 
court Bu* he too has had his prob 
lems with Mr Huff specifically on 
his opposition to the governor s drive 
to get rid of unitary taxation of 
multinational corporations 

But we urge the governor to veto 
the Cory sponsored legislation One 
good reason is that Mr Huff has 
distinguished himself as an impecca 
bly honest and able public servant 
Equally important the executive 
officer job directing collection of $6 
billion annually in individual and 
business income taxes is far too 
sensitive to be made vulnerable to 
political hankv panky 
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Bill Threatening Tax Official Puts Gov. Brown on Spot 


By WALLACE TURNER 

Spe«l Ho The Hew Y rfcTIme 

SAN FRANCISCO Sept 19 — Among 
the package of bills that the Legislature 
passed and sent to Gov Edmund G 
Brown Jr last Friday night was at least 
one hot potato 

The last action by the State Senate be 
fore midnight adjournment was to adopt 
a bill that carried an amendment that I 
would remove the unusual job protection 
afforded the director of state income tax 
collections 

Jonathan Lewis director of the Califor 
nia Tax Reform Association said that he 
believed the proposal was designed to 

not decided whether to sign or veto tbe- 
bill He said it was not true that he had 
promised State Controller Ken Cory who 
lobbied strongly in the State Senate for its 
passage that he would sign It 

No one even talked to rne about it be 
fore it was passed he said in an inter 
view today I was as surprised when it 
turned up as was anyone else 

Doesn t Know Motivation 

Mr Brown also said I don t think so 
about the proposal being a plan to discard 
the unitary taxing concept I don t know 
what the motivation is he said adding 
that he thought it was only to change the 
extraordinary Job security that protects 
Mr Huff s position 

When Mr Brown come into office in 
1975 he supported the unitary tax con 
cept but he has drifted away from it He 


make it possible to remove from office < 
Martin Huff director of the Franchise 
Tax Board staff and thus clear out one 
opponent to major change in the way 
California taxes multinational corpora 

tl0nS Unitary Taxing at Issue 

To Mr Lewis the issue is the unitary 
taxing concept Under this system the 
•state seeks to collect a tax proportionate 
I to the company s California business ac 
tlvity as measured against its world 
profit structure not its California profit 
structure The idea is to preven inultina 
tional corporations from bookkeeping 
manipulations that would result in shift 
ing some of the profit of their California 

"said today We support a modified ver 
sion of the Unitary tatfconcept so that for 
eign based companies are not taxed by 
California for their earnings abroad 

California is prejudiced in attracting 
foreign investment by this tax Gover 
nor Brown said 

The bill on Mr Brown s desk proposes 
to make Mr Huff and his successors as 
director of the Franchise Tax Board staff 
answerable to the three members of the 
board Now the director may not be dis¬ 
missed except on two-thirds vote of the 
State Senate The job is politally sensi 
tive and it was set up that way to shield 
the it from political influence 

Cory Is Called Instigator 

Mr Lewis of the tax reform assocla 
tion charges that Mr Cory is behind the 
effort to remove Mr Huff from his Job 


operations to places where they would not 
be taxed 

Mr Huff a widely respected figure 
who has held his job for 17 years has sup¬ 
ported this concept and has produced 
estimates that it collects about WOO mil 
lion annually in taxes that California 
would otherwise lose But multinational 
companies object that the tax is unfair 
because markets in this state are highly 
competitive and profits may be well 
below world averages and serious efforts 
to end the practice have been under way 
for about two years This has caused con 
troversy because of the amount of reve 
nue at stake 

Governor Brown said today that he had 


Mr Cory a longtime critic of Mr Huff 
has not responded to telephone calls to his 
office 

The three members of the board are the 
State Controller Mr Cory the chairman 
of the state Board of Equalization Wil 
11am M BCnnett who supports Mr Huff 
and Governor Brown s representative 
Roy Bell a career civil servant who Is 
deputy director of finance How he would 
stand on the Issue is unclear 

Mr Bennett said of the amendment 1 
think It s a public outrage If this is 
signed into law the result will be to politi 
cize the collection of taxes by the state of 
California 

I d prefer not to say anything until the 
Governor disposes of the bill said Mr 
Huff the man at the eye of the storm 
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The Man Ken Gory Fears Most 


State Controller Ken Cory trains Labrador 
retrievers as a hobby and expects them to heel on 
command He also expects that career officials in 
state government should be just as obedient to his 
every order 

One public servant who refuses to heel—and for 
the right reasons—is Martin Huff who has been the 
state s tax collector since 1963 
To punish Huff for his independence and to 
replace him with a more docile administrator Cory 
has lobbied a measure through the Legislature that 
would make it easier to fire the veteran executive 
officer of the Franchise Tax Board I 

Huff s integrity and competence have never been 
m question His one offense is being his own man 
He has a unique position in state government It 
takes a two thirds vote of the Senate to dismiss him 
and he is the only appointee m state government 
who has such protection It is m the law to keep the 
tax collector out of politics but Cory is detci mined 
to take the dismissal authority auay from the 
Senate and invest it in the tax board which includes 
himself the chairman of the Board of Equalization 
and the governor s appointee as director of finance 
The crafty Cory saw to it that an amendment to 
effect that change m the law v/as sneaked into a 
conference committee report in the last hours of the 
legislative session Membe s of the A sembly were 
not even told that it wa in the otherwise routine 
technical report before approving it 76 to 3 
Members of the Senate who did spot it were fuiious 
over such tactics and the vote there was much 
closer—22 to 15 

Huff doesn t have many friends in high places in 
Sacramento He is tough and outspoken and has 
never been reluctant to do battle with his ov/n 
policy setting board when he thinks that it u 
stepping on his management prerogatives 
Members of the Legislature are upset with him 
for asking an attorney general s opinion on whether 


he should collect income taxes on living expenses 
paid to lawmakers who reside in Sacramento rather 
than in their home districts 

Huff also has gone to the mat with Gov Brown 
over the unitary tax on multinational corporations 
Huff supports the tax the governor does not. 

But we believe that Huff s fierce mdependence 
and his refusal to knuckle under to politicians who 
challenge it are the best possible reasons for 
keeping him where he is 

The decision now rests with Brown and we urge 
him to veto Corys attempt to remove a highly 
competent if often contentious public official □ 
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Supports Huff 


Editor The Union Regarding Rick 
Winningham s Sept 16 letter Deplores 
disregard of moral precepts T5e gentle 
man went on to write We let cynicism 
and lust for material gain distort our 
Judgment Ideals such as faith honesty 
fairness and duty often are Ignored 
However these important values are 
essential for a functioning free society 

I am a man 71 years plus and have 
met many great people in my life includ 
Ing President franklin D Roosevelt 
Vice President Henrv Wallace Sen Scott 
Lucas and Gov Henry Horner I also 
served In World War II with the U S 
Navy 

I was campaign manager lor the re- 
election of President F D Roosevelt in 
1936 and 1940 ii one part of this great 
USA 

I HAD A political position and resigned 
in the year 1941 was tired of the cheap 
underhanded way some of the two-bit 
politicians would deal wlh honest men 
standing up for the little man I am not 
speaking of the above great men Just 
some small ones 


I met Martin Huff the administrator 
of the Franchise Tax Board 20 years 
ago In that 20 years Huff and I have 
never spoken of politics 

We are not close friends I may see or 
be In his company one two or three 
times In a year 

I WILL ASSURE you Huff is honest 
and beyond any underhanded methods In 
administering the Franchise Tax Board 
What was fair for the big man or 
corporation was fair for the little man 
also 

Is there any honesty and patriotism 
lett In the country anymore 7 The way 
some of the legislators vote I wonder if 
they are Americans I hove seen my 
country deteriorate and I keep wondering 
when we are going to have another Iran 
here’ 

I wish I could compel Ken Cory to put 
his reason tor wanting to remove Huff in 
writing I think as an American I am 
entitled to this I voted for him when he 
ran for the controller s office 

DEAN SARGENT 
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An Embattled 


William Bennett a member of the board 
has denounced the proposal as a piece of 
public mischief and praised Huff as a Rolls 
Royce of bureaucrats 


Tax Collector 

IN THE WANING hours of the Legisla 
ture s recently-concluded session in Sacramen 
to a bill was approved that would make it 
easier to fire the state Franchise Tax Board s 
outspoken executive director Martin Huff At 
present Huff can t be dismissed without 
consent of two-thirds of the state Senate a 
situation designed to protect him from just 
the kind of political retribution that appears 
to be on the way 

The new bill sent to Governor Brown 
after heavy lobbying by Controller Ken Cory 
would give the Franchise Tax Board the 
authority to hire and fire its executive 
director It would according to one critic 
Johnathan Lewis of the California Tax Re 
form Association turn over day to day tax 
administration from a civil servant to three 
politicians and that makes us very very 
nervous 


“ uu 1,ao me state u tax collector 
since 1963 and there s never been any ques¬ 
tion about his competence He has however 
been outspoken even contentious But such 
traits are often preferable to craven docility 

MEMBERS OF THE LEGISLATURE ha 
ven t taken kindly to Huff since he raised the 
possibility of taxing their $46 per diem 
payments Cory has been a long-standing critic 
and attempted in the past to clip his wings 
We frankly dont agree with Huffs espousal 
of the unitary tax of worldwide corpora 
tions m California That only deters such 
businesses from locating here 


But despite such disagreement we feel 
that if Controller Cory or others in the 
Sacramento hierarchy wish to fire this able 
public servant they should do so in straight 
forward fashion under the established rules 
Cooking up his dismis^l in the last days of 
the legislative session smacks of a political 
power pla> Governor Brown should veto the 
measure 




174 


Sept 23 1979 *** Section A Page 9 
S F Sunday Examiner & Chronicle 

r r~ ~ ~ 



that ambus 



■i 


state tax collector 


"" Examiner tapitol liureau 
..-SACRAMENTO — Gov Brown has on his desk a bill into 
which Controller Ken Cory maneuvered an amendment that 
strips the state s chief tax collector of his independence 
Brown Is under .some pressure to veto the bill AB939 
because of the circumstances by whu.li Cory used the 
measure for a personal shot at Martin Huff executive officer 
of tile Franchise Tax Board. 

Huff is the only career official v ho under present law 
enjoys special protection in his 
job He can beared only by a 
two-tlurds vote of the Senate 
The idea is to keep politics out 
of tax collection 

In the confused last days of 
the legislative session Cory 1 
persuaded a two-house confer 
ence committee to take that 
protection away from Huff in 
an amendment to a bill by 
Assembljman Richard Leh 
man D-Fresno 

Lehmans bill originally had 
nothing to do with the Fran 
chise Tax Board whose chair 
man is Corj and whose other * 
Martin Huff members are the state director 

of finance and the chairman of 
the state Board of Equalization i 

The Lehman bill began bfe as a regulatory reform bill 
but as it traveled through the Legislature became a cleanup \ 
bill for Assembly Speaker Leo McCarthy s AB1111 whiches- 
tablishes oversight of regulations issued by rule-makmg 
agencies._ _ _ _ 



Cory has been gunning for Huff for two > ears 
He wants to cut Huff s authority and assume for 
the board he chairs a more important role in tax 
policy 

Hie bill now before Brown would allow the 
board to fire Huff who has been executive 
officer since 1903 and make board orders 
superior to those of the executive officer 

Few members of the Assembly were aware 
that Huff was targeted in the AB939 amendments 
when they passed the bill /GO on Stpt 13. The 
issue was raised in the Senate but concurrence 
was won there 22-15 

Huff a stiff backed man does not have many 
friends in the Legislature He bad even fewer 
after asking for an attorney general s opimon on 
whether he should collect income taxes on living 
expenses of lawmakers who live in Sacramento 
instead of their home districts 

Huff also has managed to disagree with Gov 
Brown on the question of California s umtarv 
method of taxing multinational corporations 
Huff favors it. Brown doesn L 

The governor has until next Sunday to make 
up his mind whether to sign AB939 veto it or let 
it become law without his signature 
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dfeply REGRET MV SONS failure TO VETO THIS very UNFAIR BILL YOU ARF 
ONE OF THE MOST CnuRATEOUS, INDEPENDENT AND FAIR MEN THAT I HA VF fVE« 
MET I AM PROUD THAT YOU WERE PART OF MY A D M INI ST P A T T f N I HOPE 1 S^F 
YOU SOON regards, 

EDMOND ( "PAT ’ BROWN^GOVERNOR OF CALIFORNIA 
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-wa SACRAMENTO — A 
& half oozen yea-sago then 
tfM C S Ascemblyman John Knox 
■*> ^ / p oposed that California 
d|S®Sr£l LpJute its tax administra 

ItT ZJlSi ki0C by creatin 6 a tele tax 
— A a fl Sy 1 court system 
Knox e visioned that a five-mer ber tax 
co^rt v ou d hear appeals on disputed tax 
as essmenis utilizing a lower ieve! sy tem 
of tax commissioners to hear initial ap¬ 
peal- It vould function much like the 
federal tax court system 
The idea had a lot of merit but was 
rejected b> the Legislature In part became 
of opposition from tne Franchi Tax 
Board ar J the Board of Equa izaUon 
wncse functions it would usurp When it 
comes to making basic reforms in govern 
mental organization the Leglsla ure Is 
notoriously unwilling to chal’enge the c ta 
tu»quo no matte how ludicrous it u> 

Given the ominous trends in the adm ni¬ 
tration of state <nx laws however nay be 
it s time to dust off Knox old proposal and 


give it mother look 

The three membe^ Franchi e Tax Beard 
consists of the chahjru. 1 of t he Board o f 
Eqy^liZjjtqa, the na fe~contro ler and the 
state finance aire^or^ 

It co! nersonal ^nd corporate in 
coTetase and acts an appellate body in 
disc riled case^ 

The fre membe r Board of Equalization 
consists of fqurelect^d member* plus the 
state controller It shears appealsJrCm the 
Franchue Tax BJard 'oversees the local 
collection of property tax^ and directly 
administers sple^ ana gas oline tax collec 
tions 

Both the Franchise Tax Board and the 
Board of Equalization are q uasi judicial 
agencies But memb er of the boards are 
noFjudg^s* t hey are pol iticians And ci the 
years wear on the political *ide of the 
business is becoming d^inart. 

There was, fo~ example the extreme^ 
political campaign mounted bs Controller 
KeiuXory and then Go v. Jerry Brow n o 
dump^lartm Huff the crustily i ndependent 
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executi ve officer of the F ran chise Tax 
Board n the latej 970s. 

Cory and the Brown administration 
sneaked through the Legislature a L*vth_t 
would allow the board fg fireJl uit without 
the agreement _o L £2 state Se nate a 
p election that had been enacted ta nru- 
laje Ilt office f r om overt poiiUcalpxersiLe,. 
Huff rejig ged raJier than submit to the 
naked .drive or direcx ot di t i ca l. CQntroL .oL 
ihe income-tax sy stem . 

~TitlfFs uccessor is a competent tax 
administrator but JiS-hasit been the 
forceful advocate ot tax reform that Huff, 
hacTBeen The public interest Is the poor fo 

ir-’ 7 

If anything, however the Board of Equa! 
ization has traveled eyeaXurtherd 05 ?n_Uie 
path-Qlppimc izatlon of tax adir inistration. 

Until recently members of the board h*.d 
virtual life tenure and were largely content 
to run the tax system with a minimum of 
pol tlcal logrolling. 

In recent elections however Cuts on F e 
board have been captured by men wim 
political agendas that include running for 
higher office That means among other 
things that they have been extracting 
canpaigr contri butions from co mpanie s 
with tax cases pending before the board__ _ 

T here has be^n a ~ ft ne3 of incidents n 
recent years indicating th_ f tax c«£cs 
are be ng decided on baws Other than 
consistency and fairness th*U the pbyirtg 
field bzu. been tilted in favor of thxe w U 
friends and political allies on the board 
that certain attorney* \ tn political cornec 
tions are more successfu than others in 
winning fa\ora ’e tax ru^ingr and tha ex 
parte matters are finding the ay 5 nto oix 
cases 

This we k s revelations about the strange 
case of an attorney whos® pharmacy wa^ 
used as a conduit for the diversion of drugs 
into the illegal street trade i3 only one £_ch 
example 
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Old tax case 
still smelling 

F or years California politicians 
have bent over backward to 
help the Beldon Katleman 
family solve Its knotty tax problems 
— for what reason it s never been 
quite clear 

The jCatleim\ns owned a Las 
Vegas casino that burned down In 
1060 and was later sold Th^ques 
tion Is whether the Katlemans were 
residents of Nevada — which has no 
stfcte income tax — or California 
duylng periods of the 1900s 
Based on the family s long resi 
3ence In Holmby Hills a very rich 
§e£tlon of Los Angeles the Califor 
nth Franchise Tax Board claimed ju 
j£is.dictlon and said the proceeds of 
the casino sale and other Income 
were subject to state taxes The Ka 
tlemans have contended they were 
residents of Nevada 
The dispute has meandered along 
for years The original claim of 
5217 093 in back taxes more than trl 
pled with interest 
A few years ago a state senator 
who represents one of Los Angeles 
poorest sections Bill Greene insert 
>ed some innocuous sounding lan 
guage in a bill he was carrying that 
would have if enacted declared the 
Katlemans to be residents of Nevada 
and thus saved them the hundreds of 
thousands of dollars in California 
taxes 

*' The provision was dropped when 
this reporter discovered and wrote 
about it 

The dispute went to the courts 
And then a few months ago an 
other Interesting thing happened 
Members of the Franchise Tax 
Board agreed to settle the case for 
little more than the original amount 
wiping out more than $400 000 in ac 
crued interest 

O nce again this reporter dis 
covered the settlement and 
wrote about it despite off! 
cial silence and pious claims about 
confidentiality of tax cases 
The account in this column 
touched off a sharp reaction 
State Sen Quentin Kopp a San 
Francisco independent peppered 
state tax officials for an explanation 
and was told by the Franchise Tax 
Board s executive officer Gerald 
Goldberg that the settlement was 
reached because of doubts that the 
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The friendly Franchise Tax Board 


L ast summer the Franchise Tax Boaid 
which had previously determined that 
Beldon R Katleman owed the state $729 000 
in taxes and Interest, settled the case foi 
$270 000 William Bennett a member of the 
state Board of Equalization says that the 
FTB took a dive on the case because of pres 
^ure from Chairman Conway Collis who has 
received campaign contributions from Ka 
tleman and his attorneys Collis and the staff 
of the FTB deny the allegation The Legisla 
ture should Investigate to see who s right 
N The facts of the case justify Bennett s out 
rage A decade ago the FTB decided Katie 
man a former Las Vegas casino owner, had 
been a California resident during 1982 65 
and 1968 70 and owed the state taxes for 
those years When Katleman appealed that 
judgment to the Board of Equalization the 
board found for the state In 1981 Katleman 
after having tried and failed to sneak a bill 
through the Legislature declaring him a Ne 
vada resident sued in Los Angeles Superior 
Court to block the state There the matter sat 
until last summer 

Why did the Franchise Tax Board settle 
the case? The staff of the FTB explains that 
it settled because the facts supported Katie 
\ man s contention that he had been a Nevada 
resident But for 10 years on the basis of the 
same facts the FTB had contended Katie 
man a California resident a determination 


that had been judicially upheld by the Board 
of Equalization Why the change? And why 
ignore the advice of Jack Kerry the deputy 
attorney general handling the matter who 
recommended against a settlement and sug 
gested instead that the state move to have 
Katleman s suit thrown out of court on the 
grounds that the state constitution prevents 
citizens from suing the state in tax disputes 
until they have paid their bills 9 

B ennett and state Sen Quentin Kopp 
have joined to ask the FTB to reopen 
and reconsider the case a petition the board 
should grant Beyond that Sen John Gara 
mendi chairman of the Revenue and Taxa 
lion Committee should honor Bennett s re 
quest for a swift public investigation of the 
handling of this case 

Bennett charges that the Katleman case is 
just one symptom of the growing corruption 
of California s tax system in which the elect 
ed members of the Board of Equalization 
and Franchise Tax Board sometimes oper 
ating behind the shield of tax confidentiality 
rules, use their power to grant favorable tax 
decisions as an engine for collecting cam 
paign contributions from big business and 
other wealthy interests Whether he s right 
or not about the Katleman case Bennett is 
right about the system Both urgently need 
investigation 



